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ORDERS OF REFERENCE 


Monpay, 15th February, 1943. 


Resolved,—That the Standing Committee of this House shall severally be 
empowered to examine and inquire into all such matters and things as may be 
referred to them by the House and to report from time to time their observations 
and opinions thereon; with power to send for persons, papers and records. 
Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Turspay, 2nd March, 1948. 


Resolved, —That Standing Order 63 of the House of Commons, relating 
to the appointment of standing committees of the house, be amended by adding 
to the standing committees of the house for the present session a standing 
committee on railways and shipping owned, operated and controlled by the 
Government, to which will be referred accounts and estimates and bills relating 
thereto of the Canadian National Railways, The Canadian National (West 
Indies) Steamships, and Trans-Canada Air Lines for the present session, for 
consideration and report to the house; provided however that nothing in the 
resolution shall be construed to curtail in any way the full right of discussion in 
committee of supply; and that the said committee consist of: Messrs. Donnelly, 
Dubuc, Durocher, Emmerson, Ferland, Gray, Hanson (Skeena), Harris (Dan- 
forth), Hazen, Howden, Howe, Jackman, Lockhart, McCulloch, Maybank, 
Nicholson, Parent, Pouliot, Roebuck, Ross (Middelsex East), Sanderson, Shaw, 
Sissons. 

Attest. 

ARTHUR BEAUCHESNE, 


Clerk of the House. 


WepNEspAY, 17th March, 19438. 


Ordered,—That the name of Mr. Hanson (York-Sunbury) be substituted 
for that of Mr. Hazen on the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


WepNeEspAy, 24th March, 1943. 


Ordered,—That the name of Mr. Michaud be substituted for that of Mr. 
Howe on the said Committee. 

Ordered,—That the Annual Report of the Directors of the Trans-Canada 
Air Lines, for the year ended December 31, 1942, be referred to the said 
Committee. 

Attest. 

ARTHUR BEAUCHESNE, 
Clerk of the House. 
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Monpay, 29th March, 1943. 


Ordered,—That the Annual Budget of the Canadian National Railways and 
Canadian National (West Indies) Steamships Limited, and the Annual Reports 
for the year 1942, tabled to-day, viz:—Canadian National Railway System; 
Canadian National (West Indies) Steamships Limited; Canadian National Rail- 
ways Securities Trust; Report of George A. Touche and Company, Auditors of 
the Accounts of the Canadian National Railway System, ete., be referred to the 
said Committee, together with the following items of the Estimates for 1943-44:— 


Vote No. 385 Maritime Freight Rates Act—Canadian National Railways; 

Vote No. 386 Maritime Freight Rates Act—Railways other than Canadian 
National; 

Vote No. 405 Canadian National (West Indies) Steamships, Limited— 
Capital Advances; 

Vote No. 406 Prince Edward Island Car Ferry and Terminals—Deficit, 
1943. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Wepnespay, 31st March, 1943. 


Ordered,—That the said Committee be given leave to print, from day to 
day, 500 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 

Ordered,—That the quorum of the said Committee be reduced from 12 to 8 
members. 

Ordered,—That the said Committee be given leave to sit while the House 
is sitting. 

Attest. 

ARTHUR BEAUCHESNE, 
Clerk of the House. 
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REPORT TO THE HOUSE 
Monpay, 29th March, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as its 


First REPORT 


Your Committee recommends: 


1. That it be given leave to print, from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto. 

2. That its quorum be reduced from 12 to 8 members. 

3. That it be given leave to sit while the House is sitting. 


All of which is respectfully submitted. : 


J. P. HOWDEN, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Monpay, 29th March, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock a.m. 


Members present: Messrs. Donnelly, Dubuc, Emmerson, Hanson (Skeena), 
Hanson (York-Sunbury), Howden, Jackman, McCulloch, Michaud, Nicholson, 
Ross (Middlesex Hast), Sanderson, Sissons. | 


Hon. Mr. Howe, former Minister of Transport, was also present. 


In attendance: Commander C. P. Edwards, Deputy Minister of Transport; 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways; 
Mr. H. J. Symington, K.C., President, Trans-Canada Air Lines, and other 
officials of the Canadian National Railways and Trans-Canada Air Lines; Mr. 
George Herring, Chief Superintendent of Air and Land Mail Services, Post 
Office Department, and Mr. O. A. Matthews of George A. Touche & Co., Auditors. 


On motion of Mr. Hanson (Skeena), seconded by Mr. Hanson (York- 
Sunbury), Mr. Howden was elected Chairman. 


Mr. Howden took the Chair and expressed his thanks to the members 
for the honour conferred upon him. 


On motion of Mr. McCulloch— 

Resolved—That the Committee request permission to sit while the House 
is sitting. 

On motion of Mr. Hanson (Skeena)— 

Resolved—That the Committee request permission to print, from day to 
day, 500 copies in English and 200 copies in French of its minutes of proceeding 
and evidence. 

On motion of Mr. Donnelly— 

Resolved—That the House be requested to reduce the Committee’s quorum 
from 12 to 8 members. 


The Committee proceeded to consider the Annual Report of Trans-Canada ~ 
Air Lines for the year ended December 31, 1942. 


Mr. Symington read from the report and was questioned thereon. He was 
assisted by Mr. O. T. Larson, Vice-President, and Mr. T. H. Cooper, Comptroller. 


At the outset of Mr. Symington’s evidence discussion arose as to the 
advisability of publishing the salaries of the operating officers of Trans-Canada 
Air Lines, and Mr. Hanson (York-Sunbury) moved that these salaries be made 
known to. the Committee. 

The question being put it was resolved in the negative. 


In the course of his examination Mr. Symington filed a copy of the rules 
and regulations relative to the Trans-Canada Air Lines Pension Fund effective 
January 1, 1948. 


Questions relating to air mail service were answered by Mr. Herring. 
At 1 o’clock p.m. the Committee adjourned to the call of the Chair, 


R. ARSENAULT, 
Clerk of the Committee. 
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Tusrspay, 30th March, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock a.m., the Ghairman, Mr. Howden, 
presiding. 


Members present: Messrs. Donnelly, Dubuc, oat: Ferland, Gray, 
Hanson (Skeena), Hanson (York-Sunbury), Harris (Danforth), Howden, 
Jackman, Lockhart, McCulloch, Michaud, Nicholson, Dane Pouliot, Ross 
(Middlesex East), Sanderson, Sissons. Hon, Mr. Howe, former Minister of 
Transport, was also present. 


In attendance: Commander C. P. Edwards, Deputy Minister of Transport; 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways; 
Mr. H. J. Symington, K.C., President, Trans-Canada Air Lines, and other 
officials of the Canadian National Railways and Trans-Canada Air Lines; 
Mr. George Herring, Chief Superintendent of Air and Land Mail Services, 
Post Office Department, and Mr. O. A. Matthews, of George A. Touche & Co., 
Auditors. 


Mr. Symington resumed the reading of his Annual Report to the Share- 
holders of Trans-Canada Air Lines, and was further examined on the said 
Report. Mr. Symington was assisted by Mr. O. T. Larson, Vice-President, and 
Mr. T. H. Cooper, Comptroller. 


In the course of Mr. Symington’s evidence, Mr. Matthews was briefly 
examined in relation to depreciation account. 


On motion of Mr. Jackman, it was resolved that the relevant parts of all 
treaties between Canada and the British Empire or foreign countries having 
to do with air transportation be incorporated as part of this day’s proceedings. 
(See Appendix “‘A”’.) 


On motion of Mr. Pouliot, it was resolved that all By-laws of Trans- 
Canada Air Lines be printed as an Appendix to this days’ proceedings. (See 
Appendix “B’’.) ; 


Mr. Symington having concluded the reading of his Report to the share- 
holders, it was suggested and agreed that a breakdown of the “Income Account” 
be prepared for members of the Committee before the next sitting. 


At 1.00 o’clock the Committee oe ourned until to-morrow, Wednesday, 
March 31, at 11.00 o’clock a.m. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or COMMONS, 
March 29, 1943. 


The Standing Committee on Railways and Shipping met this day at 
11 o’clock a.m. The Chairman, Mr. J. P. Howden, presided. 

The CHARMAN: Gentlemen of the committee, I thank you most kindly 
for the courtesy which you have bestowed upon me on this occasion. I now call 
the meeting to order. 

Gentlemen, might I say, as in the case of last year, the officials of the 
transportation system have indicated that they are very short-handed and busy 
with their regular routine work and they would like if possible for the committee 
to expedite the review of the report. That does not mean that the report should 
not receive due consideration, but there are ways and means of saving time. 
As far as possible we should like to expedite the examination of this report. 

Before we proceed we shall have to decide as to whether we wish permission 
to sit while the house is in session and also what the views are in regard to 
printing. There are usually a couple of motions that are submitted before the 
proceedings really advance to any degree and it is in connection with these two 
matters that I shall make a few remarks now. The first motion that is handed 
to me is that the committee request permission to sit while the house is sitting. 

Hon. Mr. Hanson: Are you proposing to make that operative at once, 
for instance, this afternoon? We have budget resolutions, as you know, and we 
have to give some consideration to them. 

The CHatrMAN: It is up to the committee. 

Hon. Mr. Hanson: Do we have to do it now? 

Mr. DonNELLY: We can ask for permission to-day. 

Hon. Mr. Hanson: “Yes, but let us not go on for a little while. 

Hon. Mr. Micuaup: Let us make the motion to-day so it will take effect 
to-morrow. 

Mr. McCuttocu: I make that motion. 

Mr. DonneELLy: I second it. 

Motion agreed to. 

The Cuairman: Then, with regard to printing, I have been handed a motion 
that the committee request permission to print from day to day 500 copies in 
English and 200 copies in French of its minutes and proceedings and evidence 
and that Standing Order 64 be suspended in relation thereto. 


Hon. Mr. Hanson: Do you have to have permission from John Thompson? 

Mr. Hanson (Skeena): I make that motion. 

Mr. McCuttuocu: I second it. 

Motion agreed to. 

The CuairMAN: Now, with regard to the quorum, the official quorum, I 
understand, is twelve. 

Mr. Donnetiy: How many have you on the committee? 


The CHAIRMAN: Twenty-three. Last year we had difficulty in getting the 
committee started because of a lack of a quorum and we reduced it to ten. 

Hon. Mr. Micuaup: The motion was “Ordered that the quorum of said com- 
mittee be reduced from twelve to eight.” 
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The CuarrMANn: Will you deal with the matter now or do you wish to proceed 
as we are for a while? 

Hon. Mr. Hanson: We will have to have a motion for that. 

Mr. DonnELLy: I move the quorum be reduced from twelve to eight. 

Mr. Emmerson: I second it. 

Motion agreed to. 

The CHatrMAN: Now, gentlemen, the committee is in your hands as to the 
method of procedure but we have only one report before us this morning and that 
is the Annual Report of the Trans-Canada Air Lines, so we have of necessity to 
take up the report this morning. The usual:move is to have the president read 
such parts of the report as he deems wise and to follow him as we go along. Is 
it your wish that the committee shall proceed in this manner? 


Some Hon. MEempers: Yes. 


Mr. H. J. Symineron, K.C., called: 


Hon. Mr. Hanson: Before Mr. Symington begins his report may I ask a 
question of him? 

The CHAIRMAN: Yes. 

Hon. Mr. Hanson: The question I should hke to ask is as to the composition 
of the board of directors and the officers. I notice the board consists of seven 
members, three of whom are representative of government departments, Mr. 
Edwards, Mr. Wilson and Mr. Herring; they are civil servants. The other four 
members of the board of directors include Mr. Vaughan, president of the 
Canadian National Railways, Mr. Symington, Mr. Gagnon and Mr. Northey. 
These are all company officials. Is that the policy of the government or of the 
C.N.R. or whoever is in control? Is it the policy of whoever is in control 
to have the board of directors entirely composed of officials of the civil service 
and of the Canadian National Railways? 

Mr. Symincton: I think it is covered by the Act, Mr. Hanson. Four of 
them are appointed by the Canadian National Railways board, and the other 
three are appointed by the Governor in Council. 

Hon. Mr. Hanson: It is in the Act? 

Mr. Symineton: In the Act. 

Hon. Mr. Hanson: Very well, that answers the question. Then, the officers 
of the company as a rule are all officers of the Canadian National Railways. 
I suppose that is to save duplication. 

Mr. Symineton: No, sir. 

Hon. Mr. Hanson: Largely? 

Mr. Symrncron: No, apart from myself you go all the way down to Hobbs, 
the secretary. All operating people are not in the railway company at all. 

Hon. Mr. Hanson: No, the actual operation is not, but the secretary and Mr. 
Cooper the comptroller and Mr. Baldwin, auditor—he is not a railway man? 

Mr. Symincton: No. 

Hon. Mr. Hanson: Mr. Cowie is in the C.N.R.? 

Mr. SyMInctTon: Yes. 

Hon. Mr. Hanson: Mr. Fairweather? 

Mr. SyMiINnaTon: Yes. 

Hon. Mr. Hanson: Mr. Thompson? 

Mr. SYMINGTON: Yes. 

Hon. Mr. Hanson: Mr. Schofield? 

Mr. SyMINGTON: Yes. 
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Hon. Mr. Hanson: Dr. Dowd? 


Mr. Symineton: Yes. The arrangement, Mr. Hanson, is that we make an 
arrangement for the services of these railway people for the purpose of saving 
overhead and we pay them for their services. I can give you a list of the amounts 
in each department. I figure that we save, I should think, about $60,000 to © 
$75,000 a year in overhead by the use of these departments of the Canadian 
National Railways, instead of having two separate organizations. 


Hon. Mr. Hanson: That is to say, they get paid additional for their services? 


Mr. Symineton: They do not, but the company does. We contribute to 
the cost, let us say, of the medical services of the railway; we contribute $5,000 
for Dr. Dowd’s services, but it does not go to Dr. Dowd, it goes to the Canadian 
National Railways medical services. 


Hon. Mr. Hanson: Meaning by “we”, the Trans-Canada? 

Mr. Symrineton: Trans-Canada, yes. 

Hon. Mr. Hanson: You pay for the services; it goes to the railway but not 
to the officers? 

Mr. SYMINGTON: Quite so. 


Hon. Mr. Hanson: Is there any objection to giving us the salaries of these 
gentlemen? 


Mr. Symincton: Well— 
Hon. Mr. Hanson: The officers? . 
Mr. Symineton: It always has been objected to. The directors, of course, 
_get nothing, I get nothing. 
Hon. Mr. Hanson: You do not need it. 
Mr. Symrinoton: It is a matter of personal opinion. 
Hon. Mr. Hanson: I suppose, having regard to income tax, you do need it. 
Mr. Syminaton: I think so; however, that is neither here nor there. 
Hon. Mr. Hanson: I agree with you. 
Mr. Symineton: The operating men, we have not been in the habit of 
disclosing those salaries; it is really a business matter. We have competitors 
and— 
Hon. Mr. Hanson: No competitors. 
Mr. Symineton: At any rate, it has not been the habit. 
Mr. JAcKMAN: No competitors. 
Mr. Symrneton: I believe the committee decided each year that it was not— 
Hon. Mr. Hanson: This is a company owned by the Crown and these people 
are public servants and there is no more reason why their salaries should not be 
made public than mine. ‘ 
Mr. Symineton: Well, I do not— 


Hon. Mr. Hanson: It is the principle of the thing I am thinking of; it is 
indefensible. 


Mr. Symrnaton: I am in the hands of the committee or the government. 
True this is a government company in the sense it is owned by the Canadian 
National Railways, and the Canadian National have never disclosed the salaries 
of their people, as I understand it. 

- Hon. Mr. Hanson: Yes they did. They did it in 1934. 

Mr. Symrinoton: The principle has been followed by this company. 

Hon. Mr. Hanson: The salaries were usually astonishing. 

Mr. Symineton: That may be so. 

Hon. Mr. Hanson: I should like to know the salaries of these officials. 
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Hon. Mr. Howe: I’ presume at the moment what you want is the contribution 
of Trans-Canada Air Lines to the railway on their account, is it not? 

Hon. Mr. Hanson: Oh, no; it is very limited. I should like to know what 
these people are getting. I am a believer in paying good salaries. I think the 
government services as a rule are underpaid for good men, but I think the public 
has a right to know what the salaries are. 

Hon. Mr. Howe:-I ask the honourable member if he does not think the 
proper man to give that evidence is the president of the railway when he is on 
the stand? After all, Trans-Canada Air Lines do not pay their salaries, and it 
does not seem to me that Mr. Symington is the appropriate person to ask for 
that information. 

- Mr. Symineton: He is asking for Mr. Larson’s and these other people’s 
salaries. 

Hon. Mr. Hanson: I am not asking for Mr. Fairweather’s or Dr. Dowd’s 
salaries; I presume they are well paid. 

Mr. Hanson (Skeena): Should we not proceed with the report before we 
discuss the salaries? 

The CuarrMan: It is quite legitimate. The only question that presents itself 
to my mind is whether the policy of the railway company has a right to be 
questioned by this committee. 

Hon. Mr. Hanson: I am not questioning the quantum; I would probably 
approve every ofe of them, but what I am raising is the question of principle. Is 
not the public entitled to know what the salaries of these operating officials are? 

The CHarirRMAN: You mean has the company the right to cover the salaries 
of the officials in the interest of business, of their own business? 

Hon. Mr. Hanson: This is a publicly-owned company and there are no 
competitors. 


Mr. Symineton: May I suggest this to you? You are perfectly right, the 
government companies are underpaid. 


Hon. Mr. Hanson: I said “civil servants’’. 


Mr. Syminetron: Well, I think officials of the government companies 
relatively are underpaid too. 


Hon. Mr. Hanson: That may be true. 


Mr. Symrneton: And it is very difficult you see sometimes to get ood men 
for your somewhat junior positions, with the idea that they will work up to 
higher positions, if a limit is put on their salaries by a parliamentary committee 
Oni | 

Hon. Mr. Hanson: I do not think a parliamentary committee would under- 
take to put a limit on their salaries. 

Mr. Symrinaton: Or if their private affairs are bandied about. I think it is 
an objectionable principle. As I say, I am in the hands of the committee, but I 
feel a public company should as far as possible be operated the same as a private 
company, if it has got to compete— 

Hon, Mr. Hanson: You will notice, Mr. Symington, in the United States the 
salaries of the executive officials in private companies are now being published. 
The whole trend is that way, to let the stockholders know what is being paid. 
These people are in a different category in that they are servants of the public to 
a degree. In addition to that, if you are paying decent salaries you need not 
worry about your competitors. As a matter of fact, this company has no 
competitors. 

Mr. Symrineton: Yes, it has. 


Hon. Mr. Hanson: Well, in a very limited sense. 
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Mr. Symineron: In the United States it is not because they are public 
servants. If the salaries of everybody in Canada under income tax regulations 
were published the same as in the United States I, of course, could have no 
objection to the salaries of these officials being published and discussed, but that 
has not been the policy in this country. Your salary and my salary in our 
private occupations are not published or a matter of public discussion and I 
- do not think you should single out a man because he happens to work for a 
company that is owned by the government. I do not think he should be treated 
any differently from a man who works for a company that does not work for 
the public. 

Hon. Mr. Hanson: All civil servants’ salaries in Canada are published. 
We have had the Wartime Information Board salaries brought down in the 
house. mi 

Mr. Symineton: Maybe the civil service, but the civil servants are a little 
different from a privately-operated company. 

Hon. Mr. Hanson: Your premise is wrong; this is not a privately-operated 
company, it is a government company. 

Mr. Symineton: It is a government-owned company as I say, but it is a 
company operating in actual! business in the community and to my way of think- 
ing should be no different from any other private company if you want to run it 
properly. 

Hon. Mr. Hanson: Oh, yes. 

The CHAIRMAN: If you move for this information we shall have to deal 
with it. 

Hon. Mr. Hanson: I am asking for it. 

The CuHaiRMAN: If you ask for the information and make a motion to that 
effect will submit to the committee. 

Hon. Mr. Hanson: I would like to hear the other members of the committee 
express an opinion. 

Mr. Hanson (Skeena): If you get this information about the Trans-Canada 
Air Lines naturally we will be entitled to get the same information as far as the 
Canadian National Railways are concerned, and we have never had it before. 

Hon. Mr. Hanson: I am not asking for that. 


Mr. Hanson (Skeena): If you are asking for it from one company and 
receive it there is no reason why you should not ask for it with regard to the 
other one. 


Hon. Mr. Hanson: Wait until we meet that, when we come to it. 

Mr. Hanson (Skeena): I do not think the competing company has given 
out the information; I do not think the C.P.R. has ever told us what they are 
paying. / 

Hon. Mr. Hanson: You have no right to ask for it. 

The Cuatrman: If there is no motion forthcoming, and there is none before 
the chair, we will proceed. 

Hon. Mr. Hanson: I understand your ruling is we are not to get the 
_ salaries. 

The CHarrMAN: What is that again? 

Hon. Mr. Hanson: I understand we are not to get the salaries. 

The Cuatrman: That is right. As chairman I can only abide by what 
has been done in other years; unless, of course, you care to submit a motion. 

Hon. Mr. Hanson: Then, I would move—I asked a question of the president 
of this company: if he could not give this committee the salaries of these 
operating officers. 


Mr. Symineton: You mean, those paid by the air lines? 
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Mr. Hanson: I am not asking for any of the men who are in the employ 
of the Canadian National Railways and who get nothing directly from this 
company. 

Mr. DonNELLY: You want to know only the amount this company gets from 
the parent company? 

Hon. Mr. Hanson: I am not asking that at the moment. Mr. Howe told us 
that; that they paid a contribution into the accounts—is that right? 

Hon. Mr. Micwaup: No, he referred to a saving. 

Mr. JAcKMAN: There is the actual amount paid by T.C.A. to the C.N.R. 
You said that the amount they paid would be in the neighbourhood of $60,000 
to $75,000 of a saving. That represents an amount which otherwise the T.C.A. 
would have to pay certain officials. I think what Mr. Hanson wants to get at is, 
how much is paid by the T.C.A., and how much by the C.N.R. 

Mr. Symineton: I think perhaps I placed that amount a little bit higher 
than it should be. The information which. Mr. Cooper has just given -me 
indicates that the amount is $31,400. Do you want that by departments? 

Hon. Mr. Hanson: No, no. That is a very commendable thing. Now, I 
would like to know the salaries of these operating officers who are paid directly 
by Trans-Canada Air Lines. 

Mr. JAckKMAN: Mr. Chairman, we certainly had these figures for salaries 
for the chief men of the T.C.A. in previous years, as you will recall very well, 
which were given to us in that regard. You say the situation is entirely 
different where you are handling public moneys in contrast to private moneys. 

Hon. Mr. Howe: I might point out that while this company is under 
government control it is a subsidiary of the Canadian National Railways. 

Hon. Mr. Hanson: That has been given before. 


Hon. Mr. Howe: I doubt it very much. I would like to see in any report 
of the meetings of this committee where in past years we have given a state- 
ment as to these salaries. I think I have attended nearly all of the sittings 
of this committee in connection with Trans-Canada Air Lines and I cannot 
remember of that having been done. 

The CHAIRMAN: No, not on air lines. 

Hon. Mr. Hanson: [ see that in 1941 this company received $3,058,120.95 
for carrying mail, and that in 1942 they received $3,211,921.74 for the same 
purpose. That money all comes out of the taxpayers of this country directly 
or indirectly; either in taxes or through the Post Office Department; so that 
a large proportion, forty per cent at least, of revenue income account in this 
company is from that type of service. Why should not the public know, they 
own the company; why should not we know what it costs to operate that, 
taking the lump sum? 


Mr. Syminaton: Of course, on that point Mr. Hanson, the Post Office 
Department is a department of the government. and they pay Trans-Canada 
Air Lines a certain amount for carrying mail and they collected $6,000,000 
from the public for the payment of the amount you have indicated. 

Hon. Mr. Hanson: Yes. 

Mr. Symincton: It is the cost of the service. 


Hon. Mr. Hanson: I agree with that. If this were directly under the 
Post Office Department then, of course, we could get all these figures in the 
house. 

Mr. Symincton: Of course; but that hardly makes them a public company. 
They also pay all the other air lines for carrying mail. 

Hon. Mr. Hanson: You and I know the position quite well. You are 
fencing with me. 
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Mr. Symineton: Oh no, I am not fencing at all. 

Hon. Mr. Hanson: Oh yes, you are; and you are a good fencer’ I have 
watched you. 

Mr. Symineton: You and I never had to fence. 

Hon. Mr. Hanson: Perhaps I have used the wrong term. 

‘Mr. Symrinctron: I should say this; that I as the operating head of this 
company am trying to run it in a proper manner; and I do not think that 
the salaries ought to be disclosed; if the committee, of course, think otherwise, 
why, they will be. 

Hon. Mr. Hanson: I put it to you that you refuse to disclose these salaries. 

Mr. Symineton: No, I do not refuse. I say that I think it is a mistake 
and I do not want to disclose them. If the committee says yes, all right. 

Hon. Mr. Hanson: All right; of course, that 1s another question. I move 
that the salaries be given to the committee. 

Mr. JACKMAN: I second that. 

The CHariRMAN: On a show of hands, I declare the motion lost. And now, 
that having been disposed of, we will proceed to a consideration of the report. 
Mr. Symington, what part would you like to begin with? 

Mr. Symineton: I will read the whole thing. 

The CHarrMAN: All right, we will read the whole report. 

Hon. Mr. Hanson: Paragraph by paragraph? 

The CHAIRMAN: You can interrupt at any point you wish. 

Hon. Mr. Hanson: I think probably every member of the committee has 
already read it. : 

The CHarrMAN: All right, Mr. Symington. 


Mr. SYMINGTON: 
Montreau, March 16, 1948. 
To the Shareholders: 

The board of directors submit herewith the annual report of Trans-Canada Air Lines 
for the calendar year 1942. 

The year’s operations gave a further demonstration of the increasing usefulness of the 
air line to the people of the dominion. The volume of air mail, passenger and air express 
business again increased substantially and to meet the demand routes were extended and 
additional flights were provided. Covering Canada from sea to sea Trans-Canada Air Lines 
is an essential factor in national development and a powerful instrument in time of war. 


RESULT OF OPERATIONS 


1942) 1941, Increase 
Operating Revenues .. .. .. $7,3387,318.60 $5,807 794.03 $1,529,524.57 
Operating Expenses .. .. .. 6,628,899.32 5,306,136 .00 1,322,263 32 
708,919.28 501,658.03 207 261.25 
Income Charges and Interest 214,004,25 199,221.24 14,783.01 
Stirplus: os ae ace S. 494,915.03 $ 302,436.79 $ 192,478.24 


Hon. Mr. Hanson: Might we just pause there: what proportion of the 
passenger traffic is due to the war? 

Mr. Symrineton: You cannot definitely say, Mr. Hanson. But what we 
do is to inquire about why everybody is flying—because precedence very well 
indicates that—and we figure that about seventy per cent were on war business. 

- Hon. Mr. Hanson: Now, that is passenger business? 
Mr. Symincton: That is passenger. 
Hon. Mr. Hanson: What is the total of passenger traffic? 
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i Mr. Symincton: The total of passenger traffic is—I will give you that 
eure. * 

Hon. Mr. Hanson: The report, at page 15, gives it as 104,446 for 1942. 

Mr. Symincton: And passenger revenue is $3,065,452.96. 

Hon. Mr. Hanson: And 70 per cent of that— 

Mr. SyMincton: Seventy per cent of that, as far as we can figure it out, 
has something to do with war business— 

Hon. Mr. Hanson: Well, the government pays them, directly or indirectly. 

Mr, Symineron: Well, directly or indirectly. 

Hon. Mr. Hanson: W ell it all amounts to the same thing; so that a little 
ae ee a million was civilian passengers. 

*, SyMincton: When you say civilian, sir; I would think— 

ae Mr. Hanson: Non-war; I will put it that way. 

Mr. Symincton: Non-war, perhaps; as nearly as one could judge. 

Mr. DonneLLty: What would that include? 

Mr. Symineton: ‘That is the gross revenue from passengers. 

Hon. Mr. Hanson: ‘That represents the total passenger revenue. 

Mr. Donnetuy: If you take your $2,100,000 odd to which you referred 
away from the total of $3,065,000 odd, you have not got quite a million. 

Hon. Mr. Hanson: According to my mathematics it would be $920,000 
odd—less than a million. That is what I have. With reference to the war you 
include air and naval? 

Mr. Syminaeton: All the armed forces, and all that sort of thing; as near as 
we can get to it. A man probably would try to make out that he is engaged 
in the war effort directly or indirectly so as not to be deplaned, you know; but 
we have one, two, three and four as to priorities. If somebody has to be 
deplaned for a ‘‘must’’ ride then we have a list as to which classification is to be 
deplaned and we deplane them in order. 

Hon. Mr. Hanson: It would be fair to say that:if there was not so much 
priority, there would be a larger volume of civilian passenger traffic? 

Mr. Syminecton: Entirely. I am perfectly satisfied that with the growth 
of air travel that has taken place would fill all planes without effort. 

Hon. Mr. Hanson: Now then, a lot of airmail is carried by you people. 

Mr. Symineton: I think we come to that. 

Hon. Mr. Hanson: Now, may I ask you in respect to the table which you 
just read what your operating ‘ratio is? I have made a rough calculation and I 
have calculated that in 1941 it was 91 cents out of every dollar, and in 1942 
it was 90 cents. I am not in a position to tell you whether it is high or low. 

Mr. Symineton: I can tell you in just a minute, Mr. Hanson. 

Hon. Mr. Hanson: Assuming that the amount that you got is right. 

Mr. Symincton: That is right, approximately correct. 

Mr. Donnetuy: Are you not, as a matter of policy, keeping your operating 
ratio as high as possible? If it were lowered that would affect your mail 
contracts, would it not? 

Mr. Symineton: Automatically, of course. Just as soon as you make a 
profit down comes the mail rate for the next year. You will see as we go 
through the report the lowered revenues we get per pound mile. 

Hon. Mr. Hanson: That is in here, in your operating expense here; it was 
something over 90 per cent of the operating revenue, 

Mr. Syminetron: That is right. | 

Hon. Mr, Hanson: Last year the ratio was 91 per cent, roughly. I want 
to know if that is a fair operating ratio for air lines. 
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Mr. Donnetty: If you lower the operating charge, you immediately change 
your mail contract rate. 

Hon. Mr. Hanson: I want to know if that is, or can be considered, a fair 
operating ratio. 

Mr. Syminecton: I would say that anything under ninety-five is a good 
operating ratio. 

Hon. Mr. Hanson: What is the operating ratio of a similar transportation 
system in the United States? - That is the only way in which you could 
measure 1t. 

Mr. SyMiIncton: Yes. They are in the nineties. 

Hon. Mr. Hanson: Can you give me any details on that? 

Mr. Symineton: I can find it for you. Their 1942 reports are not as 
yet—except for one, I think that of United. 

Hon. Mr. Howe: Might I point out that the operating revenue was limited 
under the Trans-Canada Act. I think it would be impossible, and certainly in 
the spirit of the Act undesirable, that there be too great a spread there. We 
never intended it to be a profit-making company. 

Hon. Mr. Hanson: That is a new theory of government operation. 

Hon. Mr. Howe: If you will remember the provision of the Act, it is that 
at least 50 per cent of the profits in any year shall be applied to reducing the 
mail rate. 

Hon. Mr. Hanson: You had better not tell Mr. Coldwell that. If he gets 
in power, then nothing will pay, if that is the spirit of this thing. 

Mr. Donnetuy: As I understand it, last year he said the same thing, that 
as we make profits we reduce the cost of carrying the mail. 

Hon. Mr. Hanson: Whether the operating ratio in this to the amount 
received is 90 per cent too high, I do not know. 

Mr. Symincton: I would say it is not. Of course, you have to recognize 
this: the fact that you have to do more work and therefore have higher operating 
expenses for less revenue naturally it will keep your operating ratio up. That 
is inevitable. 

Hon. Mr. Hanson: If your premise is correct, yes; as you would do more 
work, your expenses go up. 

Mr. SyMiIncToN: Yes. 

Hon. Mr. Hanson: But when you do more work you ought to have more 
revenue from outside sources. 

Mr. Symincton: We are getting more revenue every year from outside 
sources. 

Hon. Mr. Hanson: I agree. 

Mr. Symincton: But the air mail revenue for the work done keeps con- 
tinually going down. We will come to that in the report, and you will see 
what it means. 

Hon. Mr. Hanson: The mail revenue, or at least a portion of it is in effect 
a subsidy. 

Mr. Symincton: We do not think it is a subsidy, if they get value. 

Hon. Mr. Hanson: You do not like to call it a subsidy, but that is what it 
is because it is very much larger than what perhaps a competitive company 
would carry the mail for. 

Mr. Symincton: Not at all. 

Hon. Mr. Hanson: Say, in the United States? 


Mr. Symineton: No, not at all. 
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Hon. Mr. Hanson: It is certainly larger than what they charge in the 
United States. Nr ey 2.) 

Mr. Symincton: It is larger than what they charge in the United States 
on the transcontinental lines, I agree; but it is less than what they charge on 
the short lines in the United States. 

Hon. Mr. Hanson: That may be so. 

Mr. Symineron: Of course, over all, it is more than they charge in the 
United States; but then you have a population of 130,000,000 as against 
11,000,000, and the same breadth of country. That is inevitable. 


Hon. Mr. Hanson: I suppose they have commensurate coverage in the 
United States relative to population? 


Mr. Symineton: No. I would think not. 
Hon. Mr. Hanson: They have ten times the air lines that we have. 


Mr. Symineton: If you look at the United States’ reports, you will find 
that in those years they got very high mail revenues and tremendous surpluses 
with which to work. 


Mr. Donnetiy: If you look at page 13 of the report, you will find we 
carried 1,389,614 pounds of mail and got $3,058,120.95. In the next year we 
carried 2,308,812 pounds of mail and got $38,211,921.74. We got very much less 
money. If we had charged the same rate, we would have got more. 


Hon. Mr. Hanson: Nobody would suggest that we should charge that high 
rate. 


Mr. Donnetuy: Then our ratio would be lower. 


Hon. Mr. Hanson: If you had got more money, your ratio would be lower, 
yes. But the point is that the cost of carrying the mail is still too high. 


Mr. Donnetuty: That may be so. 


Mr. JAckKMAN: You have just made a suggestion that in the United States, 
with a larger country to serve and a greater volume of business probably, the 
cost should be lower because of the greater volume. Yet during the last year 
the T.C.A. increased their revenues 26 per cent and your ratio—that is, the 
relation of the cost of doing business to the gross—went down scarcely at all, 
which would indicate that the more business the T.C.A. does, the larger it 
becomes. We cannot expect any greater percentage of profit on the gross. In 
other words, you have almost a constant return or decreasing return the bigger you 
grow. 


Mr. Symineton: That is the whole theory of the act. We cannot do any- 
thing else. I have told this committee I do not like it, but the fact is that we 
are working for the post office, which is a department of the government. If we 
make a profit, we immediately reduce our mail rate for the next year. That is 
the whole theory of this undertaking. 


Mr. Jackman: But that rate is still above that of competing lines or 
comparable lines in the United States? 


Mr. Syminecton: There you are getting into a discussion, but I think your 
statement is wide. I do not think you can compare them at all. But if you 
are getting at the efficiency of operations, I can say to you that I think by almost 
every test I know, namely, the miles flown with the number of ’planes, hours in 
the air and all that sort of thing, this line is, in my humble judgment, the most 
efficient operating line on this continent; and I think it is so recognized. 


Hon. Mr. Hanson: Let us concede at once that the operations are efficient. 
The service is good. Make no mistake about that. I am not here being critical 
about that. The only point I have in mind is as to whether the operating ratio 
is too high. 
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Mr. Syminaton: I have replied to you that I think it is not. 


Hon. Mr. Hanson: All right. I do not know enough about it to carry it any 
further. 


Mr. JAcKMAN: Under the scheme of air mail contracts, we cannot expect a 
larger percentage of gross to go into net, no matter how much it grows in the 
future. Is that the interpretation you would put upon the outlook for the 
company? 

Mr: Syminoton: I would think that, by and large, in principle, is about so. 
It will improve some. As the ratio of passengers to mail grows each year, you 
will get some additional revenue; but ‘immediately that reduces your mail rate 
again. J have many theories about this thing. For instance, I would have 
thought that we should, as I told you last year, have been allowed to build up a 
reserve, because I never want to come to the government for any more money. 
But we cannot do that, of course, if we turn that back to the government through 
the other indirect channel. 


Mr. Hanson (Skeena): It means that what the T.C.A. loses the Post Office 
Department. gains. 

Mr. SYMINGTON: Quite so; 4 that is a department of government. 

Mr. JACKMAN: Just on the nomenclature of that item, income charges and 
interest, it is payment on the capital and any interest on money you may have 
borrowed. 

Mr. Symineton: No, it is not payment on capital. That is the exchange 
that we have had to pay for American purchases. 

Mr. JAcKMAN: You mean if you buy planes in the United States, the exchange 
comes with this account. It is a very odd name for it, if that is what it 1s. 

Hon. Mr. Hanson: It should be charged to income, I think. 

Mr. Symineron: I am in error as to that item. That is made up of exchange, 
etc., $13,270; interest on capital investment, $200,734. 

Mr. JAcKman: In other words, you charge as operating expenses 5 per cent 
on the capital stock under the act. 

Mr. Symrneron: Under the act, as operating expenses there is charged up 
5 per cent on the capital stock. 

Mr. JAcKMAN: I raised the question one other time, I think, that I dislike 
the word “interest on capital stock” because capital stock never does pay ie ea 
Why not clarify this matter? 

Mr. Symineton: It isin the definition in the act. 

Mr. JACKMAN: They call it interest? 

Mr. Symineton: Yes. It is the only case I know of where interest on the 
investment is made an operating charge. That is done by the act and definition 
in the act. 

Hon. Mr. Hanson: Why was it done? 

Mr. Symincron: It was done, I think, probably because, from the very 
nature of the company where you have to turn everything you get back to the 
government anyway, they want to insure the payment of interest. on the invest- 
ment before crediting the government back with the reduced mail rates. 

Hon. Mr. Howe: Of course, the theory of depreciation in Trans-Canada Air 
Lines is quite different from the theory of depreciation on the railway. The 
normal well-operated railway does not depreciate, but aeroplanes depreciate very 
rapidly. 

Hon. Mr. Hanson: What is that again? 

Mr. JaAckMAN: But you set up depreciation in this company on aeroplanes, 
I think. 


76783—25 


12 STANDING COMMITTEE 


Mr. Symineton: May I straighten this out by reading you the definition? 
The definition in the act reads as follows: ‘“(i) operating expense means the 
expenditure actually and necessarily made by the corporation to earn gross 
revenue and shall include an allowance equal to five per centum per annum on 
the capital invested in the Trans-Canada Lines.” 

Hon. Mr. Hanson: That is, of course, the position of this item. 

Mr. SyMinctTon: Yes. 

Hon. Mr. Hanson: If it is a statutory provision, we will have to comply 
with it. 

Mr. JAcKMAN: Your interest is not in that definition. Personally, I object 
very much to it, because it is confusing. I would rather you called it “income 
charges and capital cost”, if you have to call it anything. 

Mr. Symrineton: It is not capital stock. It is interest on the capital invest- 
ment. I do not know how else you can term it. That is it exactly. 

Hon. Mr. Hanson: I think, under the reading of the statute, it is properly 
in the balance sheet all right. This company pays no income tax? 

Mr. Symineton: No. The company pays no income tax. 

The CHarrMAn: Shall we proceed? 

Hon. Mr. Hanson: Not so fast. 

Mr. Nicuotson: Mr. Symington made one suggestion that I think the 
committee should consider at some time. As I recall it, the post office is now 
showing a profit on air mail service. I think Mr. Symington’s suggestion was 
that the rate paid to the Post Office Department should not be further reduced and 
that a reserve should be built up for the T.C.A. I think this committee might 
give some consideration to that. I think his proposal is sound. It might be 
desirable to change the act, so that we can fix a definite rate that will be paid 
to the Post Office Department. 

Hon. Mr. Hanson: It is dealt with in the next paragraph. It says, “In 
accordance with the provisions of the Trans-Canada Air Lines Act, 50 per cent of 
the surplus will be applied in reduction of the mail rate for the fiscal year 
April 1, 1948, to March 31, 1944, this reduction amounting to 8 per cent of the 
mail rate.”’ | 

Mr. SymineTon: Yes. 

Hon. Mr. Hanson: You are bound by statute? 

Mr. Symineton: Yes; we are bound by statute. 

Mr. DonNELLY: You would have to change the statute. 

Mr. Symrincton: We discussed that, as members of the committee who were 
here last year will remember; but I think that the air business is in a pretty 
fluid state just now, and I do not know that I would press that at the moment. 

Hon. Mr. Hanson: I think perhaps that is wise. After all, this company is 
a pioneer company and had to be assisted from the beginning to establish itself. 
As a matter of fact, I would say to Mr. Howe and the committee, frankly, that 
I think the company has made great progress. There is not any doubt about 
that. But, of course, it is due largely to the war; although I think, in any event, 
it would have made progress as people became air minded and like to travel 
by air. I am not hitting this company at all. 

Mr. Symineton: I understand. 

Hon. Mr. Hanson: I think the company is doing all right. 

Mr. Symineron: It may be interesting to you to know—and I was interested, 
certainly—that we have taken the statements over the years since its beginning, 
and our earnings and our deficits now balance within $6,000 of each other, 

Hon. Mr. Hanson: That is not bad. That is over how many years? 
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Mr. Symineton: Five years. This new company—the statement was made 
there—has now paid all its deficits for the first two years and has balanced 
accounts and paid the interest on its investment. 

Mr. Nicuotson: Am I right in assuming that the post office department has 
operated the air mail service at a profit during the last year? I think that 
statement was made. 

Mr. SyminctTon: Yes, that is a correct statement. I will come to that. 

Mr. Nicuouson: If that is the case, it hardly seems fair for the T.C.A. to 
give a further reduction of 8 per cent as proposed. 

Mr. Symincton: Yes. Of course, there is this compensation that we always 
have to keep in mind. If times are not so good, and there is a deficit, then of 
course the post office rate goes up. We always have to keep that in mind. That 
is the other side of the picture. 

Hon. Mr. Hanson: Is that in the statute? 

Mr. SyminctTon: Yes. 

Hon. Mr. Hanson: Or in the contract? 

Mr. Symineton: It is in the contract. 

Hon. Mr. Hanson: Based on the statute? 

Mr. Symineton: It is a contract made in the terms of the statute. 

Hon. Mr. Hanson: Yes; based on the statute. 

Mr. Symineton: It is fixed, “If in the preceding year the corporation 
incurred a deficit, the rate or rates for the current year shall be fixed so as to 
produce an increase in the sum total to be paid on account of the said rates 
equal to the deficit for the preceding year.” ‘That is, if we suffer a deficit, then 
the mail rates are increased for the succeeding year. 

Hon. Mr. Hanson: In other words, the company can always fall back on 
the Post Office Department to take care of: it. 

Mr. Syminoton: Exactly; to take care of this deficit. 

Mr. NicHotson: You would prefer to leave the arrangements as they are 
in the meantime? 

Mr. Symineton: I think so. 

Hon. Mr. Hanson: You cannot lose very much and you cannot gain very 
much by carrying more? 

Mr. SymincTon: That is it exactly. 

Mr. DonnELLY: What do you mean when you say the Post Office Depart- 
ment is making a profit? 

Mr. Symineton: I will put it to you shortly in these terms. In rough figures 
the post office got from the public for the air mail we carried last year approxi- 
mately $6,000,000. It is $6,000,000 and something. They paid us $3,000,000. 
Therefore they got $3,000,000 more. But it costs them something to do business, 
apart from our part of the operation; and in these calculations they deduct 
2 cents of the 6 cents, or $1 of the $3 to contribute to their general overhead 
costs of the post office. : 

Hon. Mr. Hanson: ,They have to service it. 

Mr. SyminctTon: Exactly. You take off the $3,000,000. It is still according 
to the principle that was laid down in this committee last year. They have, 
after taking off the 2 cents to meet their general overhead, and after taking off 
what they paid us, about $1,300,000. There may be a difference of some few 
figures between the post office and ours, but generally speaking that is about 
the position. 

Hon. Mr. Hanson: In other words, they have a billion to the good? 

Mr. Symineton: Yes, and we contribute $2,000,000 and something to their 
general overhead expenses. 
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Hon. Mr. Hanson: You have to keep in mind, too, that if there was not an 
airmail service the post office would be making bigger profits because it would be 
going by the ordinary routes? 

Mr. Syminetron: I do not think so—possibly, Mr. Hanson—but you see the 
airmail rates are 3 cents higher. ! 

Hon. Mr. Hanson: I know, but perhaps we are not talking about the same 
thing. If there were no airmail at all with the increase in business the Post Office 
Department would naturally have an increase in returns. Part of it is diverted 
in this way. I am not complaining. I agree. 

Mr. Symineton: Yes, that ts right. 

Mr. Hanson (Skeena): Let us proceed. 

Hon. Mr. Hanson: The telegraph companies would get more business. 

Mr. Donnetiy: No doubt about that. 

Hon. Mr. Hanson: I am not objecting to the setup, but I think that the mail 
subvention should come down as rapidly as circumstances will permit. 

Mr. Symineton: And as profits will permit. 

Hon. Mr. Hanson: What is that? 

Mr. Symineton: As profits will permit. 

Hon. Mr. Hanson: Surely, based on profits. 

Mr. Hanson (Skeena): Let us proceed, Mr. Chairman. 

Mr. Symineron: And, of course, Mr. Hanson you know that now the mail 
rate has come down from 60 cents to 42 cents, do you not? 

Hon. Mr. Hanson: Yes, it has been reduced. I understand that. 

The CHAIRMAN: Let us proceed, please. 

Hon. Mr. Hanson: Before proceeding I would like to tell you this, that you 
will proceed much further without trying to urge the committee to go on. Let us 
have a frank discussion. Let us not be hurried. 

Mr. SYMINGTON: 


Operating revenues totalled $7,337,319, an increase of $1,529,525 or 26 
per cent over the preceding year, indicating the continued growth in the 
earning power of the company. Passenger revenues increased $717,024; 
mail revenues increased $153,801; express revenues increased $94,209; 
other revenues increased $564,490. The average mail rate for the year was 
45-57 cents per mile as compared with the average rate for the previous 
year of 48-16 cents per mile. Mail revenue contributed 44 per cent of the 
total revenue as compared with 53 per cent in 1941, 62 per cent in 1940 and 
70 per cent in 1939. 


Hon. Mr. Hanson: Operating revenues increased 26 per cent over last year 
and operating expenses were approximately the same, the same increase. Have 
you got that figured out? 

Mr. Syminaton: I can tell you how that is, Mr. Hanson, cost of living bonus, 
$247,208, as opposed to $78,000 last year. In addition to that our war services 
go into operating expenses. They also go into operating revenues, of course, but 
they are supposed to be done without profit, and they have grown very very 
much. You can see that other revenues there of $564,000 show the size of those 
operations. | 

Hon. Mr. Hanson: Just for my information, what are those war services? 

Mr. Symineron: Well, I can give you a list of them. 

Hon. Mr. Hanson: What do they do? 


Hon. Mr. Howe: Special war activities, on page 7. 
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Mr. Symrineton: Department of Munitions and Supply, we overhauled air- 
craft, 8; we overhauled engines, 28; we overhauled instruments, 6,671; we over- 
hauled accessories, 1,892; propellers overhauled, 515. 

Hon. Mr. Hanson: It is work of that type. 

Mr. Symincton: Work of that type; now they have built another big plant 
which we are undertaking for them, and that is the basis of it. 

Hon. Mr. Hanson: And it is supposed to be without cost? 

Mr. Symrincton: Supposed to be without cost. 

Hon. Mr. Hanson: That is a very good service. Now, the mail rate has 
come down a little bit. How does that compare with the trans-continental 
American mail rate per mile in the United States? 

Mr. Symineton: I tried to study that subject, Mr. Hanson, and I could not 
come to any real conclusion on it because of the mix-up between short and long 
hauls handled by the same company. What I found was this: insofar as I was 
able to study it on the short lines, such as the Northeastern, which runs from 
Boston here, and the central companies in the United States, they were all given 
an increase reactive to last October, and their rates were up to about 49 cents as 
opposed to our 42 cents. On the other hand, on the transcontinental routes it 
was difficult to get the rates, but I should say they were relatively around 30 
cents or 32 cents but there is this difference. Under their rates, it 1s based upon 
300 pounds of mail, and over that they get increased payment for it. Here we 
have got to reserve 1,200 pounds of mail for the post office. They have first call 
on 1,200 pounds of mail, and they pay a flat mileage rate for it. We get nothing 
more whether we carry 1 pound or 1,200 pounds. That is the difference in the 
system. 

Hon. Mr. Hanson: The two cases are not quite comparable. 

Mr. Symineton: They are not quite comparable. 

Mr. DonneLLY: What do the public pay for their mail charges in the 
United States? Is it 6 cents, 6 and 7 now? 

Mr. SymincTon: Yes 6—not 7—they have not done that. That is a tax 
really, but their airmail rates up to this last budget, which put on the 1 cent tax 
are the same as ours. _ 

Hon. Mr. Hanson: Are we going to pay that extra cent, too? 

Mr. Symineton: The budget says so. 

Mr. JAcKMAN: May I interpose a question here? I do not know where else 
it would come in. What would be the effect on the airmail if you raised the 
rate to 10 cents, or the government did? 

Mr. Syminerton: I could not tell you that. 

Mr. JAcKMAN: What is your shrewd business opinion, Mr. Symington? 

Mr. Symrineton: I have stopped guessing long ago about the air. Public 
reaction is a thing you deal in more than I do. I really could not say. 

Mr. JacKMAN: I should think with the type of mail that-is carried that it 
makes no difference whether you charge 7 cents or 10 cents. Is that not your 
conception? . 

Mr. Symineton: If you ask my opinion about the air business I would say 
to you in my Judgment all first class mail will be carried by air in the not too 
very far distant future. 

Hon. Mr. Hanson: I should not be surprised except in the shorter hauls? 

Mr. Symineton: Yes, unless these helicopters may pick up mail bags by 
dropping down or you may pick up mail bags flying by. There have been 
tremendous strides, but I would go off the deep end far enough to say that in my 
opinion before many years all the first-class mail will be carried by air. 
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Mr. JACKMAN: Will you give an opinion on this question? Do you say 
that the airmail would appreciably fall off in volume if the rate was raised from 
6 cents or 7 cents to 10 cents? 

m Mr. Symineron: Oh, as far as that goes I think there would be some falling 
off. 

Mr JackMAN: About 5 per cent? 

Mr. Symineton: I could not tell you that. Mr. Herring of the post office is 
here, but I could not guess on that because I do not deal with that. 

Hon. Mr. Hanson: Perhaps Mr. Herring could tell us. 


Mr. Herrine: Of course, the ordinary mail rate has been increased from 
3 to 4 cents, so there is a 3 cent spread; but I do not think we need to anticipate 
any particular reduction in the volume of air mail. I have discussed it with 
different people, and I was rather struck with the argument, that with regard to 
the big mailers, who are the big business people, it is a matter of no importance 
to them whether they pay 6, 7, 8 or 9 cents because it reduces their excess 
profits. . 

Hon. Mr. Hanson: Possibly the Minister of Finance would have something 
to say about that. It is a matter of opinion after all. I would think that a man 
would pay 10 cents as quickly as he would pay 7 cents for airmail. It is speed he 
wants. 

Mr. Donne.uiy: With regard to the mail that you pay 7 cents for, is the 
majority of it just ordinary letters or is there something more than that? 

Mr. Herrine: All airmail will be 7 cents. 

Mr. Donne tty: That is the ordinary letter, but when you get a larger parcel 
what do you pay? 

Mr. Herrine: You still pay 7 cents an ounce. 

Mr. Donne.tuty: Do you get many of 2 ounces, 3 ounces, 4 ounces, and 
parcels, in fact? 

Mr. Herrine: Yes, we get quite a few of them, but 98 per cent of them are 
letters which average about 50 to the pound. 

Mr. JackMAN: I would. like to ask Mr. Herring this question. Have you 
been able to make any kind of analysis as to who uses airmail? Is it mostly busi- 
ness houses, or does a substantial portion appear to come from individuals who 
would not be subject to corporation taxes? 

Mr. Herrine: A very considerable proportion is social mail. It is rather 
astonishing, but the records show that over 50 per cent of it is social mail, I 
would say, such as from one woman to another. 

Mr. Symrineron: People who are tardy letter writers and decide that they 
will send it by airmail so as to get there more quickly the letter they should have | 
written a few days ago, even of a social character. 

Hon. Mr. Hanson: He says it is the ladies. Our experience deals with the 
domestic telephone. I am interested in the telephone business and we find that 
the long talkers are the women. Did you say that 10 cents would bring in a lot 
more money? 

Mr. Herrine: No. 

Mr. Jackman: I would like you to clarify that. 


Mr. Herrine: I said that it would be immaterial to a business man whether 
he paid it to the post office department or as excess profits. 


Mr. Jackman: That consideration affects business mail but over half of the 
airmail apparently arises from private sources, social mail, etc., where the users of 
it would not have any saving in taxes whatsoever, so there would be. a real 
addition to the revenue there in the increase in the airmail rate, particularly if it 
was made 10 cents. While you have not expressed yourself I rather take it that on 
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thse social letters, which are somewhat belated and are rushed off at the last 
moment, they would still be willing to pay 10 cents rather than 7 cents? 
Mr. Herrine: I do not agree with that. I think that we would lose most 
of our social mail. That is my own personal opinion. 
Mr. JACKMAN: May I ask what you base that on? 


Mr. Herring: Just that there is a big difference between 6 cents and 
10 cents. 


Mr. JACKMAN: It is 7 cents and 10 cents, and furthermore the differential 
between 6 and 3 is much greater than the differential between 7 and 4, so if 
you pay 4 cents you might as well pay a few cents extra; you might as well 
pay 6 cents extra if there is any urgency at all about the message. I do not 
quite understand why you think there would be a great falling off if the rate 
was made 10 cents. It makes no difference to a business man, and from the 
social end of it I should think that 3 cents additional might make a little 
difference in that it would show how much more apologetic the person is for 
not having answered sooner if they pay 10 cents. 

Mr. Herrina: I use airmail a lot myself socially, and there is no particular 
urgency about my correspondence, and I am quite satisfied if the rate went. 
up to 10 cents I would do otherwise. 

Hon. Mr. HAnson: You are giving that as your own reaction? 


Mr. Hanson (Skeena): Is there any intention to raise the rate to 10 cents? 
I have not heard it. Are we discussing that? 


Mr. SyMINGTON: We cannot raise it. 


Hon. Mr. Hanson: Mr. Symington, I asked at the opening of this paragraph 
that you give me the increase in operating expenditures in percentage, if you 
have it. 

Mr. Symineton: The next paragraph sets that out. 


Operating expenses totalled $6,628,399, an -increase of $1,322,263 or 
25 per cent over the preceding year, reflecting the enlarged scale of the 
company’s services and the payment during the full year of the cost of 
living bonus. There in included a charge of $100,000 to cover estimated 
liability in. connection with the employees’ pension plan, this charge 
relating to the year and also the prior period. 


Hon. Mr. Hanson: What does the cost of living bonus cost you? 

Mr. SYMINGTON: $247,000 as opposed to $78,000 the year before. 

Hon. Mr. Hanson: They are setting up a pensions plan. Is that 
contributory ? 

Mr. Symineton: That is a contributory pensions plan. We have started 
it, and we think we are doing a good thing. We are a young company to do 
it, but as you know, if you start it early you have not got to find several millions 
of dollars later on to do it after rights have accrued. So we did it at the 
earliest possible time and we had to add to this year’s expenses $100,000 
estimated as being our contribution with the retroactive feature because these 
men have the right to come in from the time they have been with the company. 
It is a contributory pension plan, actuarily correct, gone into with great care, 
and we are proud of having brought it in. 

Hon. Mr. Hanson: I congratulate you. 

Mr. JAcKMAN: Who looks after the investment? 


Mr. Symincton: There is a committee of seven under the plan. I have 
a printed copy of the plan which I will file with the committee if they would 
like it. It answers all the questions. On page 3 of this little booklet it says: 
“The pension plan shall be administered by a committee of five members con- 
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sisting of the vice-president in charge of operations of the Trans-Canada Air 
Lines, who shall be chairman, two other officers of the company to be appointed 
by the board of directors and two elected by the eligible employees from amongst 
their number. Such elected members shall hold office for a term of one year 
or until his successor is elected.” 


Mr. JACKMAN: That is functioning now? 
Mr. Symineton: It started on March 1. 
Hon. Mr. Hanson: Will that be under Mr. Larson? 


Mr. Symrinaton: Mr. English is going to be the chairman of this board. 
I want to correct this, with regard to this printed page; it was changed at the 
final meeting of the board because we thought Mr. Larson had enough to do 
and we put in, “or his assistant”, and Mr. English will be the chairman. 


Hon. Mr. Hanson: There are two from the company and two from the 
employees? 

Mr. SyMINGTON: Yes. , 

Hon. Mr. Hanson: Who are they? 


Mr. Symincron: Mr. Baldwin, the auditor for the company and Mr. Bain, 
the superintendent of maintenance. 


The CuarrMan: And the two representatives—are they named yet? 
Mr. Symineton: Mr. Armstrong and Mr. Pink. 


Hon. Mr. Hanson: Now, then, is there a trust fund? 
Mr. Syminocton: A separate fund, separately invested. 


Hon. Mr. Hanson: Are the funds invested or are they on paper? 

Mr. Syminaton: No, they are set aside and invested—a complete separate 
fund. 

Hon. Mr. Hanson: A trustee system? 

Mr. Syminaton: Yes, Dominion of Canada’s only. 

Mr. JACKMAN: Guaranteed? 

Mr. SyminctTon: Yes. 

Mr. JAcKMAN: They have some fund here that they have municipals in. 

Mr. Symineron: This is purely dominion government and guaranteed. 


Mr. JACKMAN: Does the plan give any benefits which would not accrue under 
the dominion government annuity scheme where the rate is higher than you get 
for the employees? 


Mr. Symineton: The plan is based on the purchase of an annuity at the 
time a man retires—a dominion government annuity—from the contributions of 
himself and the company. 

Hon. Mr. Hanson: In the case of an employee being killed by accident what 
provision is made for his dependents under this plan? 

Mr. Symincton: There is no provision made for his dependents in so far as 
the pension fund is concerned. Of course, his estate gets what was put in plus 
interest. Casualty insurance is carried. 

Hon. Mr. Hanson: For the benefit of the employee, or his dependents? Was 
consideration given? I think this is important. This is a very hazardous 
occupation. I think it is generally recognized. 

Mr. Syminaton: I would not agree with that. 


Hon. Mr. Hanson: Now, under our government superannuation a civil 
servant’s widow gets a portion of his pension. Has consideration been given to 
the same principle in a matter of this kind? 

Mr. Symineton: It was thought out carefully. In the first place we do not 
think that this is a perilous service. True, if anything happens it is pretty fatal, 
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but the percentage actually—the figures show that it is the safest way to travel— 
even safer than walking on the street. Of course, mind you, we are not a 
company that has reserves; this has got to be kept within reason. This pension 
plan was secured for the old aged employees. It is based upon a mutual 
contribution. If aman dies in the meantime his money comes back with interest, 
of course. At the time of his retirement he has purchased an annuity or he can 
elect, I think, with respect to an annuity for himself and family. Of course, that 
necessarily reduces or increases the amount of the annuity, but it is his to do 
what he wants with. 


Hon. Mr. Hanson: Of course, this company and its personnel are young. 
It will be some time before this really becomes a big charge on the fund, and 
in the course of years you should have quite a substantial fund built up in order 
to provide for something for dependents. You would have to have a higher rate. 

Mr. Symineton: Yes, very much so. In all the provinces we contribute to 
workmen’s compensation and we also have group insurance. 

Hon. Mr. Hanson: That is important too—group insurance? 

Mr. Symineton: Yes. 

Hon. Mr. Hanson: For every employee while he is still employed? 

Mr. Syminotron: We are trying— 

Hon. Mr. Hanson: The only thing you have omitted is with regard to the 
suggestion I have made. 

Mr. Symrinoton: Yes, the pilots made representations to us.and we considered 
that carefully. 

Hon. Mr. Hanson: I hope you will continue to consider it carefully. 

Mr. JACKMAN: Was this plan approved by the Minister of National Revenue 
for the purpose of getting income tax deduction for anything contributed by the 
employees? 

Mr. SyMiIneTon: Yes. 

At December 31, 1942, Trans-Canada Air Lines was providing service—air 
mail, passenger and express—over routes totalling 4,857 miles between the 
Atlantic and the Pacific seaboards. This was an increase in route mileage of 833 
miles as compared with December 31, 1941. The routes now operated are as 
follows :— 


Miles 
Halifax—-Vancouver i(via“ Toronto) eee oe could B20 
ORO Ose VVC SOT orem ys (Prin WOM MR eer Ih | hit ia 206 
Pethonidves etd mon tonya joie is ener a wig hie pals vac sail 301 
POTOR TONG Win NOTE Wm tics ROM eau SMe bg te 365 
Moncton mia ONES NG aia eee alae cis gone yas 730. 

4.857 


Mr. JAackMANn: The 833 miles were new routes? 
Mr. Symincron: It is on the next page. 


Mr. JAcKMAN: Have you had any contributions from the Newfoundland 
eovernment? 


Mr. Symineton: No. Well, I think not; it is a treaty matter; but we 
certainly get none. Perhaps, I should make that reservation that Trans-Canada 
gets none. 


Mr. JACKMAN: There is no government subvention from them? 

Mr. Symineron: Not to Trans-Canada. 

Mr. JAcKMAN: The service has worked out very well, has it not? 

Mr. Symincron: It is our best paying service actually; it is crowded. 
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Mr. JACKMAN: That is due to the war. 

Mr. Syminetron: Undoubtedly. 

Mr. JAcKMAN: And the United States government. 

Mr. Symineron: The United States government do not pay us anything. 

Mr. JACKMAN: They pay their fares. 

Mr. SymineTon: Oh, yes, they pay their fares. 

Mr. JACKMAN: But no subventions. 

Mr. Symineton: No. 

The scheduled miles for T.C.A. aircraft were 22,670 per day, an increase 
of 3,906 miles as compared with December 31, 1941. The miles flown during 
1942 amounted to 7 688,902 as compared with 7, 274,815 in 1941, an increase of 
414,087. 

Under treaty arrangements between the government of Canada and the 
Newfoundland commission of government, service between Moncton, N.B., 
Sydney, N.S., and St. John’s, Newfoundland, was inaugurated by ‘Trans- 
Canada Air Lines on May 1, 1942, on the basis of one round trip per day. From 
the inception, the service operated virtually to capacity, and on November 1, 
1942, a second daily trip was added to meet traffic requirements. The New- 
foundland-Canada service is an important one, providing much faster transport- 
ation for essential business. 

Mr. JAcKMAN: What are the other increases? 

Mr. Symincton: To meet the growth in business to and. from the maritime 
provinces, service between Montreal, Moncton and Halifax was increased from 
two to three round trips per day on November 1. } 

Mr. Jackman: That would account for the increase. 

Mr. SyMIncToN: Yes. 

Mr. JAcKMAN: Is not that a duplication and an extension—more service on 
the same route, rather than a new route—-it did not go to Halifax? 

Mr. Symineron: Airport facilities having become available, the company 
plans, in conjunction with the post office authorities, to extend its line to 
Vancouver island as soon as the necessary permit issues from the Board of 
Transport Commissioners. This will give Victoria and other island communities 
direct air mail service to the central and eastern provinces. Passengers and 
express will also be carried. 

Hon. Mr. Hanson: Of course, there is an existing route there now. Are 
you going into competition with that route or are you eliminating it? 

Mr. Symineton: I do not know. Originally we had that route, but it was 
turned over to Canadian Airways under some temporary arrangement. 
Subsequently, upon Canadian Airways selling out, a successor company had a 
service to Vancouver island—a boat service. The post office authorities and 
the Transport department sent for me and said they wanted our line extended 
to Victoria, and arrangements were made with the R.C.A.F. to use their Patricia 
bay field. It is a land field, not a water landing. They passed an order in 
council and put us under the Act so we had to furnish a service, which we are 
very glad to do. Now, what will be the result with respect to those boats that 
are flying over there I do not know, but the people were complaining very much 
about the service. They had to go across either by steamboat or one of the air 
boats and stay all night in Vancouver in order to take our plane out of there. 
There was no connection. And they protested and that is how the situation 
arose. I do not know what is going to happen in the future. 

Hon. Mr. Hanson: One line operating under a licence; is it proposed to 
revoke the licence? 


Mr. SyminecrTon: I don’t know. 
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Mr. Hanson (Skeena): Has any consideration been given to extending the 
air service on the Pacific coast from Vancouver island to Alaska taking in Ocean 
Falls, Powell river, Prince Rupert and those places? 

Mr. Syminectron: Not so far as I know at the moment. You cannot really 
give consideration to. any extensions these days because you just cannot get 
the materials or the personnel to use them. This extension does not amount 
to anything because the plane running to Vancouver goes to Victoria and 
comes back and it is only a matter of a few minutes’ operation, but it does 
join up the capital of one province with the dominion. That is how that matter 
arose. 

Hon. Mr. Hanson: My capital is the only one that has no connection with 
anyone. That is a fact; you might bear that in mind. 

Mr. Symincton: I am bearing it in mind. 

Hon. Mr. Hanson: The present air line pioneered this route for a good 
many years with no profit in it. 

Mr. Symincton: I do not know—I do not know anything about that. What 
I do know is that we originally contemplated the island. We first made an 
arrangement whereby we sublet to the Canadian Airways and the contract 
with the Post Office Department was made direct later on with the Canadian 
Airways. 

Hon. Mr. Hanson: When you say you sub-let it, you did not enter the 
field, you allowed them to enter the field. Were they paying you anything? 

Mr. Syminaton: No. If my recollection serves me right we were supposed 
to carry the mail to Vancouver island and we did not have the service and we 
sub-let to the Canadian Airways. There was no airport available, for land 
planes. Patricia bay was built as a military airport and is the only land port 
available. 

Hon. Mr. Hanson: And the position is still in a state of flux, is it not? 

Mr. Syminoton: I do not know. That is none of my business, really. We 
were put under the statute and therefore we will furnish the service. 

Hon. Mr. Hanson: Are you asking to have exclusive rights? 

Mr. Symincton: We have not asked anything, sir. 

Hon. Mr. Hanson: You have exclusive rights under the statute, have 
you not? 

Mr. Syminecton: No, I do not think so. 

Hon. Mr. Hanson: You have on the transcontinental flights? 

Mr. Symincton: I do not think under the statute we have; I think it is 
a matter of policy, probably; I do not think we have under the statute. 

Hon. Mr. Hanson: Well, that may be correct. I must confess it is a 
long time since I read the statute, but the fact is that you have the sphere 
exclusively to yourselves. 

Mr. SymincTon: Unquestionably up to the moment that has been the 
policy of the government.: I think it is safe to say that, yes. We certainly 
have exclusiveness on our own run, there is no doubt about that. 

Mr. JAcKMAN: Is that the policy of the government or the Board of 
Transport Commissioners? 

Mr. Symincton: No, I do not think so. Of course, the thing governs 
itself. Once you are put under the T.C.A. Act and the T.C.A. has to comply, 
then the government in self-defence of course must give the post office contract 
to that line or else it is going to cost the government double money, so the 
thing automatically works that way. 

Hon. Mr. Hanson: That is the effect. 
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Mr. Symineron: The effect of it, yes. 

Hon. Mr. Hanson: To give you exclusiveness. 

Mr. Symrnoton: Yes, I think that is the effect, and I think that was the 
intention. : 

Hon. Mr. Hanson: No doubt it was. This raises the whole question, 
you see, of private enterprise in the air field and what is going to be the future 
of private enterprise in flying in this country, and it 1s an important thing. 

Hon. Mr. Howe: I think it is ke the telephone service, it is not susceptible 
to competition. The air is a natural monopoly.: The service is operating 
much more cheaply that way. If you get competition and if your revenues 
are not sufficient to maintain your equipment it becomes a danger to the 
public. The United States has segregated their operations into non-competitive 
operations, and I think that if anyone studies air transportation they will 
come to the conclusion that it must be non-competitive. 

Hon. Mr. Hanson: Yes, but of course the United States government is 
not in the air field. 

Hon. Mr. Hower: In the States no, but they recognize that principles in 
allocating routes to private companies. 

Hon. Mr. Hanson: That may be so and it may be very sound, but your 
comparison with the telephone company is hardly correct for this reason, 
that the telephone companies are under contro]— 

Hon. Mr. Howe: So is this one. 

Hon. Mr. Hanson: —of a public commission, you are not. 

Hon. Mr. Hown: Oh, yes we are, under the most stringent control. 

Hon. Mr. HAnson: Well, in theory. 

Hon. Mr. Howe: We have two controlling factors, the Board of Transport 
Commissioners fix the rates and allocate the routes, and the Department of 
Transport Safety Division very strictly regulate the operations themselves, 
the requirements of operations. 

Hon. Mr. Hanson: That is for safety purposes. 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: Do you seriously tell me the Board of Transport 
Commissioners in any way question your rates? 

Mr. Symincton: We file them, sir, of course, and in certain competitive 
irregular situations we have to meet competitive rates. We could never have 
higher rates, for instance, than the United States transcontinental business or 
we would not do the business and that holds down our passenger rate and 
under the Act—of course, I will admit the interpretation of the section is a most 
dificult one—the air rates must come down so they are no higher than similar 
service, but that is what the Act itself says. 

Mr. JAcKMAN: I do not understand that, perhaps because I am not very 
familiar with the Act itself. You say that if the government says to the 
T.C.A., “ You shall carry the mail from Vancouver to Victoria,” or from any - 
other designated points, you are then obliged to do so, and you are supposed 
to apply to the Board of Transport Commissioners for a licence, but in that 
way you exterminate all competition. Air mail must carry the costs. Your 
costs are going to be much less, perhaps, from Vancouver to Victoria than 
the existing service which is purely a local one there and it is unlike taking 
over a telephone company, because you do not take over the assets and 
communications, ete., you simply wipe them out and give no compensation, I 
take it. If that is the way it operates what is to prevent the government 
saying to you, “ » You must extend your air mail route,” as it were, “into 
another service.” Is that the way you get your command or order from the 
government a you must carry the air mail? 
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Mr. Symineton: Under the Act if the Postmaster General and the Minister 
of Transport make a recommendation to Council that any route be declared 
a route under the Trans-Canada Act and the Governor in Council passes it, 
then automatically by the statute we are called upon to furnish the service. 
Hon. Mr. Hanson: That is the lever. 

Mr. SyMIncTon: Yes. 

Hon. Mr. Hanson: A matter of government policy. 

Mr. Symineton: Entirely. 


Mr. Donnetty: Do you consider it more profitable to run the main lines 
of the Trans-Canada lines than it would be to run feeder lines to certain places? 

Mr. Symineaton: Well, I think as I said last year the feeder lines may well 
become the most profitable ones; I still think that is probably so. 

Hon. Mr. Howe: It is more expensive to operate the higher standard of 
equipment that is required for the main lines. 

_ Mr. Donnetuy: I am just asking that question because a statement was 
made in the House of Commons not long ago that Trans-Canada or the govern- 
ment was carrying on the main air lines because it was the most expensive part 
of it and were letting the feeder lines, the more profitable ones, go to private 
companies; that the Trans-Canada Air Lines were running the most expensive 
ones and the most profitable ones were going to the private companies. 

Hon. Mr. Howe: I do not think that was the reason for the division; the 
reason the government took the transcontinental was the private interests had 
not undertaken that operation and it was thought that a system of operation must 
depend on a first-class transcontinental line. The government went into that 
field to provide that service. 

Hon. Mr. Hanson: That was the basis in their minds. 


Hon. Mr. Hown: Yes. Of course, branch line operations have equipment 
whose planes usually have a lower standard than those used on the main line. 
For instance, your main line plane to-day costs $200,000; I suppose the average 
branch line plane costs about 20 per cent or 25 per cent of that. 

- Mr. Donnetuy: Do these branch lines act as feeders for Trans-Canada? 
Hon. Mr. Howe: Yes, and we act as feeders for them; it works both ways. 
Hon. Mr. Hanson: Would you say one complemented the other? 

Hon. Mr. Hown: Yes. 


Hon. Mr. Hanson: There is no reason why you should not get along in 
that way provided they give standard service. 


Hon. Mr. Howe: Yes. Trans-Canada timetable veh list the side 
operations with which they connect &nd therefore we can route over Trans- 
Canada that business. 


Hon. Mr. Hanson: Do you intend to extend your field to the branch line 
service? 


Hon. Mr. Howe: No. 


Mr. JAcKMAN: That is where some of the difficulty comes in, what is branch 
line and what is main line. Formerly your principle was the line between 
Vancouver and Victoria was a branch line. Now by order in council it becomes 
part of the main line and the T.C.A. takes it over and ousts any pioneers operat- 
ing there and who were'perhaps operating at a loss for ten years; and apparently 
they are given no compensation unless there is some provision for compensation. 
You may get some other place declared by the Postmaster General, and the 
other officers, a branch line. They may state that they want the T.C.A. to carry 
the mail some place else and ipso facto the T.C.A. looks after it and the existing 
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line who only gets a mail subvention passes out of existence. Is that the state 
of affairs that private enterprise in this country or pioneers are going to be up 
against? 

Hon. Mr. Howe: It does not necessarily pass out of existence; it is a very 
mobile thing. Private line operation can move to another route. 

Mr. JAcKMAN: It has been said in the past that a line could not operate 
without a mail contract. 

Hon. Mr. Howe: That is true, yes. I mean to say the service is a mobile 
thing, the fixed investment is not great and it can move to another route and 
usually does. 

Mr. JACKMAN: That is quite impossible, I should think. 

Mr. Symineton: You talk about main lines—I don’t put Victoria Island 
as one in the category of a hardship to anyone at all. I would say roughly 
that you certainly will always retain your main line routes in Canada. That 
would be my opinion. 

Mr. JAcKMAN: That seems quite sensible. 

Mr. Donnetity: I think you are right. 

Hon. Mr. Hanson: If you start putting a competitor out of business you 
want to have some thought for him. 

Mr. Symineton: Is it unkind when, as suggested, he has been losing money 
for the last ten or fifteen years by maintaining his operations? 

Hon. Mr. Hanson: I quite understand your implications, but I have seen 
people remain in business in the hope that better days would come; and in 
my opinion, a man who has faith and puts up his money—just because he 
happens to be running behind is no reason why he should be wiped out. 

Hon. Mr. Howe: Perhaps I could give you an interesting figure which has 
just been handed to me. The average passenger fare for Trans-Canada is 5:32 
cents per mile whereas the average cost for passenger travel on other services— 
that is other scheduled run services—is 19-29 cents per mile. 

Mr. DonnEtLY: That is, travelling in the air? 

Hon. Mr. Hown: Yes. 

Hon. Mr. Hanson: I should think it might very well run higher than that. 
You take that service we have from Moncton to Charlottetown, it runs very 
much higher than that, I should think. 

Mr. JAcKMAN: I take it that you are not impugning the management of 
the present private companies? 

Hon. Mr. Hown: No, quite the reverse. 

Mr. Jackman: If the situation is the reverse, then why are you closing 
them out? 

Hon. Mr. Howe: We invited them to come into the T.C.A., and they did not 
come. 

Mr. Symincton: You can see from figures like that why the public through- 
out the country are continually making demands on Trans-Canada Air Lines 
to come into their cities. There are two important factors involved there; the 
first you have to recognize is the character of the service, and next is its 
cheapness. 

Hon. Mr. Hanson: And they have better planes. 

Mr. Symincton: Yes. They are two entirely different types of service. It is 
easy to appreciate why there is a continuous demand from people throughout 
Canada to have Trans-Canada Air Lines come to their communities. There is 
no doubt about that. 
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Mr. JAcKMAN: That is why we think the policy should be well defined there, 
so we shall know exactly what is going to happen, and so that people who have 
put their money into private lines may know what is going to happen. 

Mr. Symineton: I have no views on that. That is a government matter. 
Of course, a great deal is heard of the argument that all these lines took the 
initiative and pioneered the routes; but the only source of revenue for any of 
them is the mails. That is the fact. 

Hon. Mr. Hanson: Take an extreme case; I have travelled on the Yukon- 
Southern. They have a pretty good service—they fly Boeings, ten-passenger 
planes—and they have spent a lot of their money in there. Now, I have heard 
rumours—I think the hon. Mr. Howe has already given a statement to the 
newspapers making the declaration that sooner or later Trans-Canada was going 
to take over that route. 

Mr. Symincron: I do not think he said that; the route to Alaska, yes. 

Hon. Mr. Hanson: Yes, I meant that, the route to Alaska; that would mean 
the route to the north country. 

Hon. Mr. Howe: And another factor to be considered there is that the 
Yukon-Southern is a private company, and as such it cannot handle the business. 

Hon. Mr. Hanson: Yes, the Yukon-Southern cannot handle that business 
to-day. But, suppose they could not; the C.P.R. bought them out, they can 
handle that business—do you know whether that is so or not, has the C.P.R. 
bought up the Yukon-Southern? 

Hon. Mr. Howe: I understand that they have purchased the Yukon- 
Southern. 

Hon. Mr. Hanson: I thought they had; I thought I saw it the other day. 

Hon. Mr. Howe: You are right. I am told that they have. 

Hon. Mr. Hanson: What about charges for airports? 

Mr. DonnELLy: What charges do you make? 

Mr. Symineton: That is fixed by the Department of Transport, or by the 
municipalities who have their airports. 

Hon. Mr. Howe: The charges are the same as those made to the T.C.A. 

Mr. Symineron: You have to take into consideration the international 
services. I mean many of these routes—you talk about the Windsor route, for 
instance; one might say that is not a main line service. It is a service of the 
character of a main line service; through a thickly populated part of the country; 
and it is headed to Detroit and Chicago—it is a point of exit. And, as I under- 
stand the policy, T.C.A. is to run the international services. That is my under- 
standing of it. If it is changed that is another matter. 

Mr. JAcKMAN: Why didn’t the government go into the service between 
Vancouver and Victoria? I understand the first line they had out there was 
between Seattle and Vancouver. You leave the field open and some person 
opens the service to that part of the country and then you come along and say 
that it is being taken over by the T.C.A.; you decide to extend your run, which 
calls for little or nothing to do; and you obviously put the little company out of 
business. That, it seems to me is a matter for concern. The area wanted the 
service in the first place and it was supplied by private lines; and after it is 
established the T.C.A. comes along and takes it over. 

Mr. Symineron: I do not think you are quite right in that. 

Mr. JAcKMAN: I think that is hardly equitable. 

Mr. Symrineron: I think I explained that before; we could not fly to the 
island because there was no air base; therefore we sublet to Canadian Airways. 

Hon. Mr. Hanson: In the first instance it was developed by a private 


company. 
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Mr. Symrncton: In the first instance, no—it was pretty generally under- 
stood from the outset that Vancouver island was going to be connected up with 
the mainland by Trans-Canada Air Lines, but until such time as airport facilities 
became available the route was sublet to Canadian Airways. They went into it 
with their eyes open and knew what to expect. 

Hon. Mr. Hanson: They knew what was likely to happen. There can be 
no doubt about that. That is not an unreasonable position. I would not quarrel 
with you about that, and I am glad to have that clarification; that any existing 
services which are not on the main line, for the present at least are not to be 
disturbed. We have that to-day. 

Mr. JAcKMAN: One of the reasons that this question becomes of some 
importance is that some of these private lines have been receiving applications 
from our boys in the air force, even as far away as Africa, asking for positions 
in the post-war period. Naturally, they must know’what the policy of the 
government is going to be. Is the T.C.A. going to extend itself so as to have 
a complete monopoly of all the worthwhile lines in Canada? It simply amounts . 
to this, that as soon as a private line becomes profitable it is going to be taken 
over by the T.C.A. The question is, are all these private lines going to become a 
part of the T.C.A., or are they going to be permitted to continue and develop as 
private enterprises. It seems to me that the post-war aspect for them is one 
deserving of consideration. 

Mr. Syminecron: That is an argument, as I said to you before, which does 
not appeal to me as being very sound. We get.a lot of applications of that kind, 
and it is perfectly impossible—it would be absolutely silly of us to agree to hire 
men after the war; to tell them that they will have a job to come to when they 
get back. We don’t know what the air lines are going to be; nor, do we know 
how many of these fliers will be coming back, or if a particular man who makes 
an application will survive. About all that can be done is to do what we have 
done—to say that our policy is going to be to hire all the returned fliers we 
can when they come back. I do not see how any air line can possibly say any 
more than that. 

Hon. Mr. Hanson: I do not think you could go any further than that. 

Mr. Symineton: I do not see how one could. ; 

Mr. Hanson (Skeena): No, it is a matter of government policy. We do 
not know what the policy of the government will be after the war; nor do we 
know what government will be in office then. 


_ Mr. Symineton: The company plans for a shorter route across the con- 
tinent, crossing the Great Lakes to Winnipeg and thence to points of exit in 
western Canada and the Yukon territory. 

Hon. Mr. Hanson: That brings up the Yukon; you are definitely going into 
that territory? 

Mr. Symineron: Definitely going into it, as I understand it, to Whitehorse 
and Alaska. As you know, it is an international route. Whether there will be a 
local route along it or not, I do not know. 

Extension of the company’s service to the Yukon territory and Alaska has 
been deferred, Alaska having been declared a military zone by the United States 
government and all civil flying operations prohibited there. 

Hon. Mr. Hanson: That of course would not apply to the service to White- 
horse and Yukon? 

Mr. SyminetTon: No, that is in all Canadian territory. 

Mr. Sissons: You have said, “Alaska having been declared a military zone 
by the United States government and all civil flying operations prohibited there”; 
that would not apply to the extension of your line from Edmonton to Whitehorse? 

Mr. Syminaton: Oh, no, quite so. 
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An understanding has been reached between the governments of Canada and 
the United States to maintain the existing agreement respecting international air 
services until after the close of the war, but either contracting party may re-open 
the negotiations following six months’ notice. 

Hon. Mr. Hanson: What is the existing agreement with respect to inter- 
national air services? 

Mr. Symincton: It is a rather long story, but the situation roughtly is this. 
Whatever lines were existing at the time were frozen completely. If military 
operations require flying and landing in Canada and anything else in Canada 
on the way to any other place, they have the right to do it, during the war, as 
a military operation, the same way as R.C.A.F. has the same right over American 
territory. | 

Hon. Mr. Hanson: That is purely for military purposes? 


Mr. Symincton: Yes, that is purely for military purposes; and it distinctly 
states that no commercial business can be done and it ends with the war on six 
months’ notice. 


Hon. Mr. Hanson: That is all this means. 

Mr. Syminecton: That is all it means. 

Hon. Mr. Howe: There is an agreement beyond that which has been filed 
in the House of Commons. There is an agreement between the United States 


and Canada affecting each route that is operated between the two countries— 
that is from government to government. 


Hon. Mr. Hanson: That would be for civilian flying? 


Hon. Mr. Howe: That agreement expired, I think, this spring; it is a three- 


year agreement and it has been extended by mutual agreement, until the end of 
the war. 


Hon. Mr. Hanson: What is the effect of that? 


Hon. Mr. Hown: The effect of that is that certain routes are designated to 
be flown by United States companies and subject to United States law and certain 


other routes are designated to be flown by Canadian companies, subject to 
Canadian law. 


Mr. Symineton: The position was frozen. I think I stated that. 
Hon. Mr. Howe: The position was frozen. 
Hon. Mr. Hanson: How much have they got and how much have we got? 


Hon. Mr. Howr: They have many more routes. We have the route we 
wanted. We have the route from Toronto to La Guardia field. They have 
a route to Moncton. They have a route to Montreal. They have a route to 
Winnipeg, a route to Lethbridge and a route to Vancouver. 


Hon. Mr. Hanson: Is there a route from Bangor to Boston? 
Hon. Mr. Hows: Yes. 


Hon. Mr. Hanson: Is there provision for servicing Canadians on that 
route? 


Hon. Mr. Hows: Yes. Canadians have the same right of travel that 
the Americans have. 


Hon. Mr. Hanson: I had the idea that was confined to military operations. 
Hon. Mr. Hower: No. 
Mr. Symincton: There are the same “must” rides there as here. 


Hon. Mr. Hows: ‘These services go beyond Moncton—north of Moncton 
and east of Moncton. 


Hon. Mr. Hanson: Yes. They go up into Labrador. 
Hon. Mr. Howe: Yes; military services there. 
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Mr. Jackman: All these American companies have rights to fly into 
Canada, and certain terminal facilities, and the only facility we have is Toronto 
to La Guardia field. 

Hon. Mr. Howr: That is right. 

Mr. JAcKMAN: Agreements have been extended until the duration of the 
war? 

Hon. Mr. Howe: That is right. 

Mr. JAcKMAN: And most of these cover not only military transportation 
but ordinary civilian travel? 

Hon. Mr. Howse: That is right. 

Mr. JAcKMAN: Apart from this Lethbridge privilege that the United States © 
air lines have, is there any route which the Americans have in British 
Columbia? This one comes to Lethbridge but where does it. come from in the 
United States? . 

Mr. Symincron: It ends at Lethbridge, yes; it is from Great Falls, 
Montana, to Lethbridge. 

The CHarrMAn: Gentlemen, do you think that we should consider whether 
we should sit this afternoon? We should have to obtain unanimous consent 
of the house in order to do so. 

Mr. Jackman: The budget resolutions are of great importance. I do 
not think, speaking for myself, that we can be out of the house very much 
while they are being discussed. 

Mr. Hanson (Skeena): Could we not sit this evening? 

Hon. Mr. Hanson: The same situation prevails. I think we ought to 
adjourn until to-morrow. We have made good progress. We have got the 
preliminary canters over. 

The CHAIRMAN: It is a matter for the committee to decide. 

Hon. Mr. Hanson: It will be opposed, if there is any attempt to do it. 

Mr. McCuuttocH: I think it would be a very good thing to meet this 
afternoon. These gentlemen are here from Montreal, and officers of the Trans- 
Canada Air Lines. They are all very busy men. | 

Mr. JAcKMAN: ‘The budget happens to be more important than the officers 
from Montreal, Mr. Chairman. 

Mr. McCutuocH: Is that so? 

Mr. JAcKMAN: Oh, quite. 

Mr. McCututocu: That might be your opinion. 

Mr. JAckMAN: Well, I submit it to the committee. 

Hon. Mr. Hanson: We have not the right to meet this afternoon anyway, 
yet. I think you will have to give some consideration to the convenience of 
members of this committee who have other duties to perform. I cannot be 
here this afternoon, if the budget resolutions are on. 

Mr. Donneuiy: As a matter of fact, unless it is unanimous, Mr. Chair- 
man, we cannot get the consent of the house. 

The CuairmMan: We would have to have unanimous consent to adopt the 
report. 

Mr. Donnetity: Yes. We cannot get the adoption of the report without 
unanimous consent; we cannot get the permission of the house to sit unless 
it is unanimous. 

Hon. Mr. Hanson: Do not try the steam roller. 

Mr. Donnetiy: No. 
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Mr. Hanson (Skeena): As Mr. Hanson stated, was not the unanimous 
recommendation to-day for leave to sit to-morrow or any other day we wish? 

Mr. Donnetuy: That is all right. 

Mr. Hanson (Skeena): Is that not what was suggested? 

Hon. Mr. Hanson: We cannot sit this afternoon, as far as I am con- 
cerned. I do not see the necessity for all this great flock of officials here, 
anyway. I have often wondered why we had to have them. 

Mr. Symineton: I have only two, and I want them here. 

Mr. JAckMAN: When do you expect the Canadian National Railway 
reports? 

Hon. Mr. Micuaup: . We will table them this afternoon; the motion to 
refer them to this committee will be made this afternoon. 

Hon. Mr. Hanson: That is all right, but we ought to have a little time 
to study them. 

Mr. Symineton: It is a pleasant study this year. 

The CHAIRMAN: You may as well proceed with this report until one o’clock, 
then. 

Mr. Syminaton: Very well. 


The Company is giving consideration to, and undertaking research 
in connection with, plans for oceanic and international flying, but the 
formulation of detailed programmes must await developments. 


Hon. Mr. Hanson: That is very interesting reading. How far have we 
gone and what have you got in your mind? 

Mr. Syminatron: We have got a lot in our minds, and we are doing a lot. 
We are intensively engaged in preparations. I do not know that I can go 
very much further than that; but I can assure the committee that we are giving 
it practical attention. 

Mr. Hanson (Skeena): Is there not some line between Europe and Canada 
now, or was there not last year? 

Mr. Symineton: No. There is a ferry command for the transport of 
bombers and a transport service for the return of crews and to the latter we 
contributed three crews to learn ocean flying, and we have those crews all 
trained. We also commenced yesterday or Friday the flying of a large ’plane 
to Goose, to meet the requirements of transport there, which ’plane, when 
through there, will fly to England and back. 

Hon. Mr. Hanson: Is that to be a permanent route? 

Mr. Symineton: Well, it is a government operation. Really, Mr. Hanson, 
we are engaged in planning ships, drawing them, both for immediate and for 
post-war further development. 

Hon. Mr. Hanson: What you are telling us is that Trans-Canada is going 
into the ocean traffic. 

Mr. Syminoeton: Absolutely, as directed. 

Hon. Mr. Hanson: As soon as you can? 

Mr. Symincton: As soon as we can; and we do not think that we are over- 
looking any bets, 

Hon. Mr. Hanson: Any what? 

Mr. Symineton: Any bets in the situation. 

Mr. Hanson (Skeena): Last fall I remember they could send air mail to 
continental Europe—Sweden, for instance. I got some mail via England. 

Mr. Symineton: There has been none for some time now. 

Mr. Emmerson: That has been operated by another company. 
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Mr. SyMINGTON: Yes. 

Hon. Mr. Hanson: Are you proposing, in that connection, to make your 
ocean transport exclusive as a field, as far as Canada is concerned? 

Mr. Symineton: I do not know. That is a matter, I imagine, you will 
have to put to the government. 

Hon. Mr. Hanson: I am asking you and what your principle is. You 
are the fellow who is doing the thinking. 

Mr. Symineton: As far as Trans-Canada is concerned, Trans-Canada is 
preparing to carry on its oceanic international traffic. 

Hon. Mr. Hanson: I will ask you to go a step further. Are you proposing 
to hold the field to yourself or are you going to let somebody else have a look-in? 

Mr. Symineton: I would say that naturally we would prefer to hold it to 
ourselves; but if the government takes another view, we cannot. 

Hon. Mr. Hanson: You do not have to tell me that. Is that your proposal, 
not your wish? 

Mr. Symineton: There is no proposal that I know of, Mr. Hanson. We 
are simply preparing to fly on the assumption that we are the instrument of 
the government in international flying and will be required to fly. That is 
the basis upon which we are proceeding. 

Hon. Mr. Hanson: Of course, that is not the thesis upon which other 
governments heretofore have operated. Imperial Airways was not always 
owned or controlled by the government. 

Mr. Symineton: It is now, of course. 

Hon. Mr. Hower: It was, of course, the chosen instrument of the United 
Kingdom government for overseas flying. 

Hon. Mr. Hanson: That is quite a different thing. ‘They encouraged private 
enterprise. 

Hon. Mr. Howe: Britain has never encouraged private enterprise other 
than through its chosen instrument. : 

Mr. Symincton: What happened in Great Britain was, that Imperial 
Airways could not stand the gaff and it had to be taken over by the government. 

Hon. Mr. Hanson: After the war necessitated it. 


Mr. Symineton: No, I think it was before the war. B.O.A.C. was formed 
before the war I think. 


Mr. JACKMAN: Has it come to your attention that Sweden, which’is looked 
upon as a fairly progressive and somewhat socialistic state, has recently formed 
an air transportation company to do business across the ocean with the United 
States and also in Europe backed by a number of private interests, and the 
government-owned aviation company is going to facilitate it by letting it have 
the use of any airports or research facilities which it has? Have you investigated 
that? 

Mr. Symincton: No. The whole air is completely filled with guesses as 
to what every nation is going to do. I do not know any subject that is more 
in the public mind and eye to-day than international flying. In my humble 
judgment nobody can make up his mind until after the international situation 
is settled. Therefore each country must prepare to meet the situation as it 
arises. Trans-Canada is endeavouring to do that. 


Mr. JAcKMAN: Is there any fear in your mind that the Canadian people 
will not be well serviced in regard to trans-oceanic air transportation if you do 
not step into the field? ; 


Mr. Symineton: I do not think it will be as well served. 
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Hon. Mr. Hanson: What you are telling us, Mr. Symington, is that you 
are going to go into the field no matter what happens, and you will not go so 
far as to tell me that you will not let anybody else in? 

Mr. Symincron: I would answer that in this way. If the government lets 
us go into the field we are going into it. Naturally the government has got to 
put up the money for us to go into that field; and, of course, I do not need to 
say to you that any competition on the ocean between two companies of one 
country would be absolutely and completely fatal in my judgment. You will 
have competition enough with outside companies without having competition 
among ourselves. That is sure. 

Hon. Mr. Hanson: It seems to me I have heard the slogan, “competition 
ever, amalgamation never”. I think it would be true after the war. Let us 
have a little competition. 

Mr. Symineron: Yes; but you see, Mr. Hanson, the cubic carrying content 
of a plane, its cost, and its cost of operation, will not permit of competition, 
and if you have it you are done, in my judgment. 

Hon. Mr. Hanson: That is a very dogmatic statement. 

Mr. Syminetron: Well, I believe it and I have looked into it very much. 

Hon. Mr. Hanson: If private enterprise is willing to risk its capital you 
say they should not have the right to do it? 

Mr. Symineton: Mr. Hanson, I quite agree with you except for this, that 
no company can run it without a very liberal mail rate. It cannot be done. 
Do not make any mistake about it. It just cannot be done. It could not 
possibly exist without competition if it did not have a liberal mail rate. 

Hon. Mr. Hanson: It could not exist at all. 

Mr. Syminaton: It could not exist at all without a liberal government mail 
rate. 

Mr. JACKMAN: In order to get a permit to fly across the ocean do you apply 
to the Board of Transport Commissioners here, or what ropes do you go through? 

Mr. Symineton: I do not know. We have not made any application yet. 
I really have not gone into it. The only permit we will ask will be from the 
British government, I expect, and from the Canadian government. What 
details they have to go through I have not gone into. 


Mr. JAckMaAN: Are there any other existing companies that are as far 
advanced in regard to trans-oceanic transportation as T.C.A.? 


Mr. Symineton: In Canada? 
Mr. JAacKMAN: Yes, Canadian-owned companies? 
Mr. Symineton: Oh, I would think not. 


Hon. Mr. Hanson: What is the United States proposing to do in this 
connection? Are they proposing to use Pan-American? 

Mr. Symineton: That is a very hot subject down there. I think there is 
no question about what the administration want to do but whether they will 
do it or not, I do not know. They are the only country in the world that I 
know of to-day that has what you call private ownership of the air. As to 
whether that will continue I do not think my opinion is worth more than anybody 
else’s on it. There is great rivalry between the different private lines. They 
are stabbing each other in the back. A little line that runs from Boston to 
Montreal put in application for 27,800 miles of international routes before 
the Civil Aeronautic Association in the United States the other day, a company 
that has never made a dividend, with small capital, and it has actually filed 
for routes to Great Britain, Germany, and so on, and to Moscow and with the 
Civil Aeronautic Association in the United States for 27,000 miles of international 
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routes, and they are all doing the same thing. What is going to be the outcome 
I do not know. | ; 
Mr. Hanson (Skeena): It is one o’clock, Mr. Chairman. 
The CHarrRMAN: It is one o’clock. The committee will rise. 
Mr. Hanson (Skeena): To meet at the call of the chair? 


The committee adjourned.at 1 o’clock p.m., to meet at the call of the chair. 
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MINUTES OF EVIDENCE 


House oF CoMMONS, 
March 30, 1943. 


The Standing Committee on Railways and Shipping met this day at 11 
o’clock a.m. The Chairman, Mr. J. P. Howden, presided. 


The CHatrman: Gentlemen, I presume that without any further delay we 
will proceed from where we left off with the presentation of the report of Trans- 
Canada Air Lines for 1942. That was on page 5, passenger services. 


Mr. H. J. Symington, recalled: 

Mr. Symineton: Mr. Chairman, before starting I want to correct a state- 
ment I made in answer to a question by Mr. Hanson, so that there may be no 
mistakes. In reading over the record I find that I stated with respect to the 
four directors: appointed by the government that they were appointed from the 
board of directors of the C.N.R. by statute. I change that word “from”; they 
are appointed “by”, instead of “from” the board of directors under the statute. 
I do not want to mislead the committee or Mr. Hanson on that point. 

Hon. Mr. Hanson: That is quite all right, Mr. Symington; I quite under- 
stand. Have we finished with this question of air transport? 

Mr. Symincron: We were just at the heading, “Passenger Service’’. 

Hon. Mr. Hanson: Yes. We had just got down to that. We have not taken 
that up. Before we leave that, Mr. Symington, I desire to direct your attention 
to an article reprinted from the Financial Times, by Austin L. Cross, entitled 
“Has Canada an After-the-War Air Policy”. Would you care to tell us anything 
about the plans with respect to post-war air policy? 

Mr. Syminaton: Well, I do not think I can say very much more than I said 
yesterday, Mr. Hanson. So far as the T.C.A. is concerned, the T.C.A. is very 
assiduously engaged in preparations for ocean transport on the theory that they 
are going to be in it after the war. We are doing everything possible now; by 
that I mean, with respect to-a study of the aircraft, a study of the routes, design- 
ing, constructing, training and so on; to be ready for the situation when it comes. 
More definite than that I cannot be at the moment. 

Hon. Mr. Hanson: That is pretty general, isn’t it? 

Mr. Symincton: It is general, but it is specific in fact. 

Hon. Mr. Hanson: Well, are you proposing to duplicate the work which has 
already been done? 

Mr. Symineton: I beg your pardon? 

Hon. Mr. Hanson: Are you proposing to duplicate the work which has 
already been done, either by the government or by private corporations or 
companies? | 

Mr. Symineton: I do not know what work has been done by private 
corporations. I do know something about what the government is doing. They 
ask our advice, naturally, on the subject of international air regulations, meteoro- 
logical services, communications and that sort of thing; and what our ideas are 
about the size and type of ships and all that sort of thing. 

Hon. Mr. Hanson: That is operational. What I would like to get from 
you or from somebody, flatly, is this: is it the intention of T.C.A. or of the 
government to have a monopoly of air transportation in Canada? 
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Mr. Symrnaton: I am afraid you would have to get that from the govern- 
ment or the minister. I could not give it to you. 

Hon. Mr. Hanson: You would not care to express any opinion on it? 

Mr. Symineton: No, I could not. 

Hon. Mr. Hanson: That would be your advice, though. 

Mr. Symincton: No. I think I stated I have not changed the position I 
took last year. I said that traffic of a main line character and traffic to points 
of exit should be run by the government; but as to feeder lines, they should be 
left to private industry. I have not changed my opinion on that. 

Hon. Mr. Hanson: There is something in that. Well then, by main lines 
you mean just what? . 

Mr. Symincton: Well, the character of a main line is, of course, somewhat 
indefinite and I think must be because you cannot define it to meet all future 
conditions. Where the government has had to put in fields, signalling systems, 
communications and that sort of thing relative to high-class, fast, scheduled 
transportation—whatever they designate in their judgment that the circumstances 
dictate that the class of service which we are giving should be given is what I 
would call service of a main line character. 

Hon. Mr. Hanson: It is a well-defined term in the railway world, is it not? 

Mr. Syminoton: Well, there are main lines and branch lines, yes. But, for 
instance, in the railways there is a main line south and there are two main lines 
north; I would think that eventually there will be a main line east and west, 
north, as well as the present southern part of the country; for instance, Winnipeg 
to Edmonton would be characterized as of a main line character. . 

Hon. Mr. Hanson: On pages 8 and 9 there is a map showing Trans-Canada 
Air Lines. 

Mr. Syminaton: Yes. 

Hon. Mr. Hanson: Bearing in mind that the settled part of Canada is a 
strip of roughly 3,000 miles long and about 300 miles wide, generally speaking 
the main lines would be running east and west. Now, that would be my view 
of a main line, traversing the country from one end to the other. Would that 
not necessitate that all the others coming in to meet this main line be private 
lines or feeder lines? 

Mr. Symincton: You perhaps did not follow me. I meant as to main lines, 
lines of a main line character and lines to points of exit—that is, such as Windsor. 

Hon. Mr. Hanson: And south. 

Mr. Symineton: Well, or such as you see from Edmonton to Alaska. The 
Lethbridge-Edmonton route was taken because it leads to Alaska and the orient. 
That is the reason, that is why what might have been considered a branch line 
was taken. 

Hon. Mr. Hanson: Of course, I suppose you will operate all lines to points 
of exit, and that might be anywhere For instance, the line from Fort William 
to Duluth, or from Vancouver up the coast. 

Mr. Syminecton: As I understand it, Fort William-Duluth if such a line 
were going to be run, as I understand government policy at the moment—and 
that is T.C.A. policy—that would be run by the T.C.A.; because it is a matter 
of negotiations between governments. 

Hon. Mr, Hanson: Well, generally speaking, it is the intention of the 
government and your company—and I presume in a measure for them— 

Mr. Symineton: No, no; I do not want you to presume that at all You 
cannot assume that at all. 

Hon. Mr. Hanson: You might allow me to presume it. 
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Mr. Symineron: You can draw any implications you like; but do not consult 
me on questions of policy, that is their business. They now ask us certain 
questions of operation but I have nothing to do whatever with government 
policy. 

Mr. Donnetty: I take it then that it is your opinion that if we had two 
Trans-Canada Air Lines neither one of them would be making any profit; that 
is, if one were competing with the other. 

Mr. Symineton: Absolutely not; except that they would be an expense to 
the government, and in that way to the people of Canada. 

Mr. DonNEtLY: It may be some years before there would be sufficient 
traffic to warrant us doing that. 

Mr. Symineton: Absolutely. 

Hon. Mr, Hanson: There does not look to be much chance for private 
enterprise from this. I am surprised at you, Mr. Symington, because I have 
always thought of you as the great champion of private enterprise. 

Mr. Symincton: You cannot always tell, Mr. Hanson. 

Mr. Donnetuy: He has just championed private enterprise with respect to 
this feeder line traffic by private companies. 

Hon. Mr. Hanson: But you can’t pin him down as to what are feeder lines. 

Mr. Jackman: Might I ask Mr. Symington in regard to these boards: 
yesterday refusal was given as to indicating salaries, do the board of directors 
of Trans-Canada draw any remuneration at all? 

Mr. Symineton: No, sir. 

Mr. JACKMAN: But as directors of the C.N.R. system they do; that is, those 
who are also directors of the air lines. 

Mr. Symincton: Under the Canadian National-Pacific Act they do. 

Mr. JAcKMAN: And the amount of $5,000. 

Mr. SyMINGToN: Yes. 

Mr. Jackman: As to the others appointed by the Governor in Council, do 
they draw anything for sitting on the board? 

Mr. Syminetron: No. 

Passenger Service 

Revenue passengers numbered 104,446 in 1942, as compared with 
85,154 in 1941, an increase of 23 per cent. The average passenger journey 
ranking military officers and other persons travelling on business essential 
was $29.35 and per passenger mile 5-32 cents, as compared with $27.58 
and 5-31 cents respectively in 1941. 

In April, 1942, the dominion government established a procedure 
under which space on the company’s flights may be requisitioned for 
ranking military officers and other persons travelling on business essential 
to national defence. The company was instructed to classify passenger 
lists, giving preference to the military travelling on duty and to business 
men engaged in essential war work. 


Hon. Mr. Hanson: You have spoken about revenue passengers, how many 
non-revenue passengers were carried? 

Mr. Symineton: The figure is 2,806. 

- Hon. Mr. Hanson: Who were they, principally? 

Mr. Symineton: T.C.A. employees on business, 1,333; dependents of T.C.A. 
employees on vacation, 818; employees of the Department. of Transport on 
business, 427; courtesy trips, to press and Canadian Broadcasting Corporation, 
etc., 159; employees of airplane and engine manufacturers on test flights, 2; 
employees of the Post Office Department on business relating to air mail service, 
51; and employees of other airlines, 16. 
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Hon. Mr. Hanson: That second class you mentioned. 

Mr. Symrncton: Yes, an employee and his family are allowed one trip per 
year if a seat is available, a trip contingent on space. 

Hon. Mr. Hanson: Is that part of your working arrangement with your 
union? 

Mr. Symineton: With the union, yes. 

Hon. Mr. Hanson: Is that part of the working arrangement? 

Mr. SymMineTon: Yes, sir. 

Hon. Mr. Hanson: All right, that is all. 

Mr. McCvuttocu: Could there not be a better arrangement made about 
passengers? I know the case here a week ago Wednesday where a man got on 
the plane here at Ottawa Wednesday night, he had a meeting in Halifax on 
Thursday, he got on the plane at Ottawa and was put off at Montreal and had 
to return to Ottawa. He missed his meeting. Could he have been told before 
he left here that the passenger list was filled up at Montreal? 


Mr. Symineron: Well, I would like to have the particulars in the case, 
Mr. McCulloch. I cannot answer that off-hand; unless it was something of a 
military nature that came up at the Montreal airport, someone who came there 
with a “must ride” order from the government. Unless such was the case he 
should not have been deplaned, and if he was deplaned he should only have 
been deplaned if there were not somebody else of less importance than he was 
in the character of his business. The list that the government have given to 
us is such that when we get a “must ride” order from them we are to deplane 
in the following order: pleasure, vacation and miscellaneous travel; next, 
members of the armed forces on furlough; next, passengers travelling on 
ordinary business and then passengers travelling on war effort business. And 
now, that is the precedence that we take. When somebody comes along with 
a “must ride” order then we inquire of everybody why they are travelling. If 
it is for vacation, they are miscellaneous—they must get off first. If there 
are none of that class, then if the passenger is a member of the armed forces 
travelling on furlough, he must get off. If there are none of them, then the 
passenger travelling on ordinary business; and then the passenger travelling 
on war effort business; and so on through the list to the ones travelling on 
“must” rides. I really could not answer your question specifically without 
knowing all the circumstances. As perhaps you know passengers are required 
to pick up their transportation at least three hours before take-off time, other- 
wise they are out. 

Mr. McCuuuocu: You see, there is only about thirty-five minutes difference 
between Ottawa and Montreal. 

Mr. SYMINGTON: Quite so. 

Mr. McCutuocu: They would certainly have known before then that that 
airplane was filled. 


Mr. Symincoron: Not necessarily. What happens would be this: somebody 
comes in from the States, either say from New York or by train from Detroit— 
the ferry people, and that sort of thing. He goes to the desk just before plane 
time and he puts down a government “must” ride and we have got to give him 
aride. The result of that is that somebody has to be taken off. 

Mr. McCuttocu: And then this man had to come back to Ottawa. 

Mr. Syminetron: That is unfortunate, I think. 


Mr. McCuutocnu: The T.C.A. paid his board when he was there in Montreal 
but he had to come back to Ottawa at his own expense. 


Mr. Symrinetron: In other words, under the conditions under which you 
travel on the air lme—if he is put off his expenses are paid and he gets the 
right to a seat on the next plane available whenever he can be put in. But if 


e 


RAILWAYS AND SHIPPING oF 


he changes his mind and decides he is not going on, then we do not pay his fare, 
in that case, say back to Ottawa. 

Mr. McCuttocu: Would he have to buy a ticket to Montreal again say he 
wanted to go by air and go that way? 

Mr. Symrneron: I would think so. Unless he had good reason, he should 
have stayed in Montreal and gone on on the next plane. I would like the 
particulars on it. These things do occur, naturally. 

Mr. McCutuocu: I will give them to you. There is one other thing, with 
regard to industries: I understand that if they pay a certain amount into T.C.A. 
they got a 15 per cent reduction. 

Mr. Symineron: That is what is known as the air travel card. 

Mr. McCutiocu: And they get a 15 per cent discount? 

Mr. Symineron: A 15 per cent deduction where you are travelling on air 
travel card. 

Mr. McCuttocn: I understand you have to make a deposit of $425. 

Mr. SymincTon: Yes. 

Mr. McCuttocu: And if you use up to $300 of these tickets a year you get 
the discount. 

Mr. Symineton: Yes, that is for the year. 

Mr. McCuttocu: Is that going to be in force next year? 

Mr. Symineton: It was cancelled in the States and we applied—we are 
not under the same air restrictions here—and Mr. Donald Gordon said, no; 
that is an increase in fare so it stands here. 

Hon. Mr. Hanson: And you have to keep it up. It seems to me that that 
is rather a discrimination against the ordinary traveller. 

Mr. Symrnetron: That is true; but it was put in, as you know, Mr. Hanson— 

Hon. Mr. Hanson: I don’t know anything about it. 

Mr. Symineton: Well it was put in early in the business. Airlines went 
to the big business houses in an endeavour to train them to go into the air 
business; if they were doing a certain amount of business to try to encourage 
them to use air lines services to a greater extent. It was a little more expensive 
than travel by rail and we thought that if they were encouraged to make use 
of air line it would be good business so we made them the offer that if they used 
$300 worth of transportation in a given year we would allow them a discount. 

Hon. Mr. Hanson: That is the same principle that applies to commercial 
travellers on the railways, is it not? 

Mr. Symineton: Yes. And now, I notice here in the report of the United 
Air Lines that on July 1, 1942, the 15 per cent discount to charge customers under 
the volume travel plan, and the 10 per cent reduction, and the half fares, are 
eliminated—it is expected that these discounts will be resumed after the war. 
But, as I said, we were not allowed to follow on that. 

Mr. NicHoLtson: Have you a credit card system on the T.C.A.? 

Mr. SYMINGTON: Yes sir. 

Hon. Mr. Hanson: I think we are all agreed that there have to be priorities 
in war time, but I hope they will cease just as soon as the war is over. 

Mr. Symineron: Well; as far as “must” ride service is concerned, that is 
sure. They are a headache to the company, naturally. We have to be very 
careful and assiduous in our explanations to people who unfortunately are dis- 
appointed. People are naturally put out and annoyed by that sort of thing. 

Hon. Mr. Hanson: They are irritated. 

Mr. Symineton: They are irritated; and we do not want to sacrifice the 
goodwill which we feel we have built up, so we go to extreme lengths to try 
to explain to them what has happened. 
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Hon. Mr. Hanson: When a man buys a ticket and pays for it, it constitutes, 
as you and I know, a contract; it is made known to him before he pays that he > 
may be taken off a plane? 

Mr. Symrneton: Oh yes. 

Hon. Mr Hanson: That is part of the contract? 

Mr. Symincton: Yes. It has been very well brought home to people; in 
fact, it has been so well brought home to them that many figure it hardly worth- 
while to try to travel by air and we were losing traffic on account of it so we 
had to go about it in another way: we sent people letters assuring them that 
room was still available, even more than circumstances would sometimes seem to 
indicate to them. 


AIR MAIL SERVICE 


The increase in the volume of air mail carried by Trans-Canada which 
has marked each previous year’s operations continued throughout 1942. 
During the year, 2,308,812 pounds of mail were carried, as compared with 
1,389,614 pounds in 1941, an increase of 66 per cent. The average mail 
load per mile increased from 230 pounds in 1941 to 321 pounds in 
1942, which is higher than the average loading on United States domestic 
air lines, according to the latest published figures. The revenue of the 
air line did not increase proportionately for the reason that the payments 
to the company for the carriage of air mail are based not on poundage 
but on plane miles flown in mail service. Indeed, on a poundage basis 
the compensation received by the company is steadily decreasing. Mail 
revenue per pound mile in 1940 was 3:2 mills, in 1941, 2-1 mills and in 
1942, 1-4 mills. 


I might add there in December it was 1 mill. 

Hon. Mr. Hanson: I am not sure that I quite follow that. I do not 
know enough about this sort of thing, but everything is first-class mail? 

Mr. Symineton: Yes. 

Hon. Mr. Hanson: What we ordinarily call first-class mail? 

Mr. Symineton: Yes. 

Hon. Mr. Hanson: Are newspapers and periodicals carried the same way? 

Mr. Syminetron: They are carried at the same rate if they are shipped but, 
of course, they are not. They are carried by the pound rate if they are shipped 
air mail. 

Hon. Mr. Hanson: Is it on a poundage basis? 

: _Mr. Symrtneton: Well, they charge the public, of course, on an ounce 
asis. 

Hon. Mr. Hanson: But you do not get paid on that basis? 

Mr. Symrneron: We do not get paid on that. If we fly 100 miles on one 
route we are paid 42 cents per mile. Of course, if we have not any mail it is 
all the better for us because there is more room for passengers, but if the mail 
grows often it causes great trouble because two men, say, are going on a trip; 
one of them is de-planed; the other fellow gets in and finds an empty seat and 
then there is the deuce to pay. The reason is there is an extraordinary lot of 
mail that has first claim, and we will only lft so much in the plane so the 
seat has to be left vacant. 

Hon. Mr. Hanson: I see. I am straightened out on that. The public is 
charged on the basis of poundage weight? 

Mr. SYMINGTON: Yes. 

Hon. Mr. Hanson: But the air line gets paid on the basis of plane miles? 
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Mr. Symineton: On the basis of plane miles. 3 

Hon. Mr. Hanson: Now, I think we had some discussion on this yesterday, 
and I do not want to go over old ground, but it is anticipated, is it not, that 
this mail traffic will increase? 

Mr. Symincton: Oh, I think so, definitely, yes. 

Hon. Mr. Hanson: My understanding is under the statute, or contract 
based on the statute, that automatically the rate goes down that the line gets; 
that is right? 

Mr. Symincton: According to its profits, yes, sir. 

Hon. Mr. Hanson: All right. 

Mr. SYMINGTON: 

Air Express Service: 


For urgent war industry shipments there was instituted a system 
whereby space on the company’s aircraft may be requisitioned through 
the government. Military shipments and the needs of war industry 
were the principal factors in an increase of 109 per cent in the volume 
of air express handled: 362,837 pounds in 1942 as compared with 173,192 
pounds in 1941. 


Hon. Mr. Hanson: This service is to the public as well? 

Mr. Symineton: Yes. 

Hon. Mr. Hanson: Have the public patronized this service pretty well. 
as compared with government and military service, or is it mostly military? 

Mr. Symineron: Oh, yes, they have, the most of it, because we carried 
only 8,991 pounds of priority express and 11,762 pounds of priority baggage 
for the R.C.A.F. ferry pilots. Ferry pilots and their baggage have priority. 
For instance, we bring people from Detroit with their baggage, these American 
pilots who fly their bombers over. Because of weather conditions they get 
notified that a plane will go to-morrow and we have-to bring those people down 
and give them ‘‘must” rides. 

Hon. Mr. Hanson: That is quite understandable and quite proper. Then 
you anticipate an increase, too, in this service from the commercial world? 

Mr. Symineton: Oh, indeed, yes. 

Hon. Mr. Hanson: And I suppose it is fairly profitable? 

Mr. Symineton: Yes, it is. 

Hon. Mr. Hanson: How does it compare with passengers? Take a similar 
weight and space; is the express charge higher than the passenger charge? 

Mr. Symington: It is less than the passenger but it is very much higher 
than ordinary express. 

Hon. Mr. Hanson: Oh, I understand that, but you can only carry so 
much weight. 

Mr. SYMINGTON: 

Airway Facilities 

A continuing program of improvements to runways, field facilities; 
airport lighting and navigational aids was maintained throughout the 
year by the Department of Transport. The operations of the weather 
reporting service of the meteorological branch of the department were 
extended and a number of new observation and reporting centres 
established. 

Hon. Mr. Hanson: Now, Mr. Symington, there is a question as to airway 
facilities. Are they established and maintained by the Department of Transport 
apart from the company or how is it done? Who owns the airway facilities? 

Who pays for them? 
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Mr. Symincton: Mostly Transport; municipalities own some, and we pay 
rental; all air lines pay rental to one or the other for the use. 

Hon. Mr. Hanson: You pay rental to the Department of Transport? 

Mr. SYMINGTON: Yes: 

Hon. Mr. Hanson: What is the capital cost of the facilities established 
at public expense? I mean by that federal expense? 

Mr. Symineton: I cannot give you the figure but, of course, it is very 
great. Probably the Department of Transport can give that. 

Hon. Mr. Hanson: It is enormous. 

Mr. SyminetTon: It is naturally very large. 

Mr. Epwarps: In round figures, $18,000,000 paid out of civil appropriation. 

Hon. Mr. Hanson: What is that? 

Mr. Epwarps: $18,000,000. 

Hon. Mr. Hanson: That is the total capital cost for Trans-Canada 
Airways? . 

Mr. Epwarps: That is wholly dominion. In addition to that there are 
about $5,000,000 which have been spent by municipalities and by cities. 

Hon. Mr. Hanson: I want to know the amount referrable to the Trans- 
Canada Airlines service. 

Mr. Epwarps: I will bring that a little later on, sir. You can say to 
all intents and purposes about $16,000,000 of that. 

Hon. Mr. Hanson: How much rentals do they pay? 

Mr. Epwarps: Our revenue last year was of the order of $100,000. 

Hon. Mr. Hanson: What is that percentage? 

Mr. JACKMAN: -06 per cent. 

Hon. Mr. Hanson: That is a pretty generous subsidy, is it not, to the 
operation of Trans-Canada Airlines? 

Mr. Symincton: May I point out that these facilities are used by the 
R.C.A.F., the military, everybody. 

Hon. Mr. Hanson: Oh yes. 

Mr. Symineton: It is not exclusively for us by any manner of means. 

Hon. Mr. Hanson: But that is in wartime. 

Mr. Syminaton: Yes, true. 

Hon. Mr. HAnson: Your operation expenses are greatly reduced by the fact 
that you pay a mere pittance to the government for the facilities that you use? _ 

Mr. Syminecton: That is probably so if you concede that is a duty of an 
airline. I do not know any country in the world, including the United States, 
where the same thing has not been done. 

Hon. Mr. Hanson: That may be true, but I am trying to look at it from a 
business standpoint. You pay $100,000 for the rental of airway facilities that 
cost $16,000,000. I do not say you have exclusive use of them at all but you have’ 
the major use of them? 

Mr. Symincton: I do not know that we have the major use of them, no. 
After all we are flying 24 planes out of I do not know how many thousands flown 
here in Canada. 

Hon. Mr. Hanson: As a business proposition and apart from war you would 
not say $100,000 was enough for the use of those facilities? 

Mr. Symrnaton: I think it is the same principle, probably, as canals, Mr. 
Hanson. It is a system of travel. 

Hon. Mr. Hanson: Do not bring that up, please. 
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Mr. Syminecton: I do not want to have the efforts belittled unfairly because 
it iS SO In every country that all landing fields are furnished by the governments. 

Hon. Mr. Micuaup: Would it require an expenditure of $18,000,000 for 
your requirements? 

Mr. Symineton: No. 

Hon. Mr. Hanson: I did not say they did, but it seems to me that $100,000 
rental for the use of the facilities is quite inadequate. 

Mr. Symincron: It is the same basis practically as we pay for our service at 
La Guardia field in New York. It is based on the number of landings, and: it 
is exactly the same principle throughout. 

Hon. Mr. Hanson: The number of landings? 

Mr. SyminctTon: Yes. 

Hon. Mr. Hanson: How much per landing? 

Mr. Syminetron: Well, I am not sure how much per landing. 

Mr. Epwarps: The standard rate is $150 per month per trip for the first one, 
and $50 per month per trip after that, and that applies to the American lines, to 
every aircraft that uses the airport. If an outsider comes in he pays $2. 


Hon. Mr. Hanson: That is the accepted standard. In other words, it comes 
down to this—and I am not objecting to it—that the country is giving an addi- 
pone subsidy to the airline transportation system. Let us have the fact, that 
is all. 

Mr. Symineton: I would immediately concede if the government did not 
build the landing fields there would be no air transportation; that is sure. 

Hon. Mr. Hanson: There is the same thing in navigation. I am not object- 
ing to that but I want the fact brought out. 

Mr. Symineton: All I want to bring out is it is not indigenous to this 
country; it is the same all over. 

Hon. Mr. Hanson: I agree, but the fact remains just the same that airline 
transportation, like navigation, is getting a substantial subsidy out of the public 
treasury ? | 

Mr. Symineton: Well, if that is the way you want to put it, it is all right. 

Mr. Harris: You say all countries; do you refer to the Irish Free State, for 
example? 

Mr. Symineton: I really do not know about the Irish Free State. 

Mr. Harris: Do you know if it applies with regard to the United Kingdom? 

Mr. Symincton: Yes, so far as the landing of flights there are concerned I 
think that is right. 

Mr. Harris: The cost would be about the same? 

Mr. Symineron: Yes. 

Mr. Harris: You do not know definitely? 

Mr. Symineton: Not definitely, but it is approximately. 

Mr. Harris: There are none of your staff here that know whether or not 
that is the fact? 

Mr. Symineron: At the moment, of course, Mr. Harris, they are all 
militarized and under control. There is no charge. The general principle of 
landing in England is the same, and IJ think approximately the same fees. 

Mr. Harris: We understand the principle. We are trying to find out about 
the cost. 

Mr. Symineton: It is approximately the same. 

Mr. Harris:. Does it apply to Mexico and South America? 
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Mr. Symineton: I cannot give you the exact figure. I am inclined to think 
probably Mexico is free. They are very anxious to get lines in there. They have 
got the American Airline and also the Union Airline, but it is approximately 
either free or roughly the same; nothing to do, in other wor ds, with the value of 
the investment. 


Mr. Harris: In Bermuda it is about treble, is it not? 
Mr. Symineton: Of course, Bermuda has been mostly boats, not land 
planes. 


Mr. JAcKMAN: How does this principle work out, for instance, on a typical 
field? Let us take the one on Vancouver Island. You can make many landings 
by paying $150 per month there, one landing a day; is that the way it works? 

Mr. Symineton: Two a day; we make two a day. 

Mr. JACKMAN: Two landings a day, and you pay $150 a month? 

Hon. Mr. Hanson: You can make ten for the same amount? 

Mr. Symineton: No, $50 for each additional trip. 

Mr. JAckMan: A trip is two landings; is that what you mean? 

Mr. Symineron: A landing and a take-off is one. 

Mr. JAckMaAN: A landing and a take-off is one and you pay $150 a month 
for the privilege of landing twice in a day; is that it? 

Mr. SymMinctTon: Yes. 

Hon. Mr. Hanson: Dealing further with the servicing of the plane at the 
point of landing and departure, is that done by your own employees? 

Mr. SyMinetTon: Yes. You see, we build hangars and so on at these places 
and have landing space there. 

Hon. Mr. Hanson: I was thinking of Moncton where I have often been. 
There is a very substantial number of people who come out to service the plane. 

Mr. Symineton: Those are all T.C.A. employees. 

Hon. Mr. Hanson: What about weather service? I suppose that is free, 
is 1t not? 

Mr. SyMINGTON: Yes. 

Hon. Mr. Hanson: It should be, anyway. If the whole country gets it 
free you are entitled to it. They do serve a very valuable purpose. 

Mr. Symincron: An absolutely necessary purpose. 

Hon. Mr. Hanson: You would have to supply that if it were a purely com- 
mercial proposition? 

Mr. SymincTon: Quite right. 

Hon. Mr. Hanson: It is a very fine service. Iam glad to say that. 

Mr. SYMINGTON: 


Property and Dn 
The company’s plant and equipment have been well maintained and are 

in good condition. 

The flight equipment of the company as a December 31, 1942, con- 
sisted of: 

11 Lockheed 14-08 aircraft, equipped with two Pratt and Whitney 
Twin-row Wasp engines each of 1200 horsepower. 

1 Lockheed 14H aircraft, equipped with two Pratt and Whitney 
Hornet engines each of 850 horsepower. 

12 Lockheed Lodestar aircraft, equipped with two Pratt and Whitney 
Twin-row Wasp engines each of 1200 horsepower. 
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To provide equipment for the Newfoundland service and the increased 
schedules to the Maritime Provinces, and to replace aircraft requisitioned 
by the government, six additional Lodestar aircraft were acquired in the 
last half of the year and are now in service. 


Hon. Mr. Hanson: Just there, have you in contemplation anything in the 
shape of freight carriers? That is a great question in the United States? 

Mr. SyMincton: Yes, it is being studied there. 

Hon. Mr. Hanson: You have not got anything yet? 

Mr. Symineton: When I say we have not got any I said yesterday we 
had procured a plane, and that commencing last Friday we carried in that plane 
13,000 pounds to a certain airport—here the censor speaks. 

Hon. Mr. Hanson: Do not mention it. Pardon me; I interrupted you. 

Mr. Syminetron: It is all right. 

Mr. Harris: It is common knowledge that an effort is being made to use 
a Newfoundland base for the transporting of freight by gliders from perhaps 
even as far distant as Montreal. Would you take under consideration, Mr. 
Chairman, the advisability or practicability of having this committee meet, per- 
haps in camera, and have this organization tell the members of this House 
what success they are having with regard to the gliding of freight traffic from 
point to point? I think that comes right at this point. We are entitled to ask 
these questions. I do not want you to do anything at all that will in any way 
harm the war effort but we, who have the responsibility of passing on the Trans- 
Canada Airlines, have the right to know. 

Mr. Symineton: We have done no gliding at all, nor done anything about it. 

Mr. Harris: Is something being done about it? 

Mr. Symineton: Not by T.C.A., no. 

Mr. Harris: You might divide the line very thinly between T.C.A. and 
other services. 

Mr. Symincton: Nothing that T.C.A. is connected with, nothing at all. 

Mr. Harris: None of your engineering branches or your research branches 
are giving any attention to the matter of gliding freight to overcome the sub- 
marine menace? : 

Mr. Symincton: Nothing except reading what appears on the subject; 
there has been no designing, no nothing. 

Mr. Harris: Your organization is not being Used to facilitate that in any 
way whatsoever? 

Mr. Symincton: No, not at all. 

Mr. Harris: Have you a research department in connection with your 
operations looking into the matter of more simple ways of handling freight? 
You have no research department? 

Mr. Symineton: We have a research department but that is not what it is 
engaged on at the moment. We are primarily not a freight line. 

Mr. Harris: You are a passenger and certainly a mail line. 

Mr. SYMINGTON: We are a mail line and a high speed passenger line. That 
is what we are. 

Mr. Harris: Your research department has not given any attention to 
gliding mail? 

Mr. Symineton: No. 

Mr. Harris: Nothing has been done on that by your organization at all? 

Mr. Symineton: No. 
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Hon. Mr. Hanson: Having regard to the expansion visualized in this report 
is your equipment sufficient? | 

Mr. Symineton: Well, it is w orked very hard, Mr. Hanson, but you cannot 
get equipment these days. 


Hon. Mr. Hanson: I think you are doing pretty well. We are doing 
pretty well in aircraft production on this .continent. 


Mr. Symineton: In this country or on this continent? 
Hon. Mr. Hanson: On this continent. ; 


Mr. Symincton: That is true, but you cannot get aircraft from the United 
States. They are making military aircraft. 


Hon. Mr. Hanson: How much more can you expand your service with the 
limitation on your equipment? 

Mr. Symineton: Not very much more. 

Hon. Mr. Hanson: You are at the limit, are you not? 

Mr. Symincton: We are pretty nearly. 

Mr. Locxuart: There is no hope for equipment from Canadian manu- 

facturers at all yet? 

Mr. Symineton: They are all working on it, sir, all designing and all 
drawing. They are also looking towards the future. When I say all, a great 
many of them are, to my knowledge. 


Hon. Mr. Hanson: Aircraft companies. 

Mr. SymMinaton: Something is being done in that regard, yes. 

Mr. LocxHart: Would you say that satisfactory progress is being made 
having in mind the future equipment that is required? 

Mr. Syminaton: I cannot speak with knowledge of them all, sir. I know 
one or two where I think they are very alert, and doing a good deal. 

Mr. LockuHart: It seems to be the general feeling that we are going to be 
dependent on outside capital for equipment for many, many years? 

Mr. Symineton: I would not think for many, many years. I do not think 
there can be any doubt our friends to the south will have a great advantage 
over everybody in the world with respect to ability to create that type of ship 
because they have been building practically all the transport and all the bombers 
for use in this war. I should not say all the bombers, but on this continent, all 
the bombers. 

Hon. Mr. Hanson: And they know it, and then some; they intend to 
dominate the air world. 

Mr. SyMiInatTon: We quite understand that situation. 

Mr. NicHotson: What are the prospects of securing sufficient equipment to 
inaugurate the proposed service from Toronto to Sault Ste. Marie and on to 
Winnipeg and Edmonton? 

Mr. Syminaton: That will be the free equipment we will probably get, and 
T think it will be within a reasonable time. 

Mr. NicHotson: Do we have to wait until the war is over? 

Mr. Symineton: I hope not. 

Hon. Mr. Hanson: At all events, the situation is now that you are carrying 
all the business your equipment will justify? 

Mr. Symineton: Within measurable limits, yes, I would say that is so. 

Hon. Mr. Hanson: I hope that the factor of safety, overhaul, and that sort 
of thing, is not being overlooked? 


Mr. SYMINGTON: On the contrary, I think we are getting tighter all the time. 
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Hon. Mr. Hanson: I am glad to hear that. The man who flew us back over 
the Atlantic was an Imperial Airways man, and he said that he was more careful 
every trip that he took, after having flown 18,000,000 miles, or something like 
that. | 

Mr. Symincton: That is a lot of miles. 


Hon. Mr. Hanson: Anyway, he had flown an immense amount, and he was 
more careful every time he took off. I think that should be the guiding principle. 


Mr. Symincton: That is probably the reason he is alive, Mr. Hanson. 


Mr. JAcKMAN: What percentage of the passenger seats are occupied now 
as compared with last year? 


Mr. SYMINGTON: Seventy-four as against sixty-seven. 


Mr. JACKMAN: And you were very pleased with last year’s performance 
so you are extremely gratified now. 

Mr. Symincron: I think the improvement has come because of the steps 
we took to try to eliminate “non-show” passengers and that sort of thing by 
various telephone calls and “must-pick-ups” a certain number of hours before 
and so on. 


Mr. Harris: This might be the only place where I would be in order to 
discuss the Newfoundland section of the service. 


The CHAIRMAN: We discussed that yesterday. 


Mr. Harris: Is any of this equipment that you purchased during the 
calendar year 1942 for trailing gliders? 


Mr. SymincTon: No. 


Mr. Harris: Then, in your new additions which you contemplate for 1943 
you are in the same position are you; will any of that be for trailing gliders? 


. Mr. Symineron: I do not know whether we will get any in 1948, but if 
we do the consideration has not been given to equipment capable of hauling 
eliders. 

Mr. Harris: May I put this suggestion on the record. Before we meet 
again next year to discuss this same problem which, to my mind, it is necessary 
that we support in every way, Trans-Canada Air Lines, I would like to say in 
the same sentence that we should be a little sensible about the way we are 
subsidizing these people from four or five different angles; but if we are going 
to subsidize this organization then we want to see it develop into one of the 
best organizations of its kind in the world both from the point of view of 
maintenance of equipment and operation and everything that goes with it. 
Next year I would like to put on the record, if we are organized as we are now, 
very pertinent questions with regard to gliders, freight and passengers and 
what not from Montreal to Newfoundland and from Newfoundland to, perhaps, 
the Irish Free State or the United Kingdom, to overcome the menace which 
worries alll of us, the submarine menace. I would like the research department 
to give some thought to that matter and in due course, either in a camera 
session or otherwise, inform the members of the House of Commons actually 
what is being done. If you are not going to make this one of the best 
organizations in the world, then we are going to criticize some of the subsidies 
that we are voting for you willingly now in order that we may reach that 
objective. I feel disposed to criticize the subsidies, as I said last year, unless 
we can have a real forward movement in every branch of the service. 


Mr. Syminoron: Well, Mr. Harris, I think if you would direct the attention 
of the government to the fact that we are to consider that type of service— 

Mr. Harris: That is why I am speaking now; that is why I am putting 
this on the record. 
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Mr. Symineton: Of course, we are operating under an Act. With great 
deference I do not think we are subsidized; I think we give full value to the 
Post Office Department and the Air department, but if the government con- 
templates that this is to be a freight road, a freight line hauling gliders after 
the war—because now that is a military proposition, it seems to me, and we have 
to keep the two iia much apart— 


Mr. Harris: . Chairman, I do not want words put in my mouth. I 
did not say ee Mr. Chairman, with regard to after the war. The war 
is on and the real reason for my remark is that the war is on and because this 
menace is here. I based my observations on that fact. We have this organiza- 
tion which should be giving thought and study to the transport of mail, freight 
and passengers; that is their line of business, and I am asking that that matter 
be given some consideration. I will not have words put in my mouth such as 
“after the war’; I am thinking of now. 

Mr. Syminetron: Then, that is a military operation. 


The Lockheed 14H aircraft of the company were improved by the 
installation of Twin-row Wasp engines, replacing Hornet engines. By 
December 31, the engine substitution had been completed in eleven aircraft 
and the change was made in the twelfth aircraft in February, 1943. 

Additions to property and equipment totalled $2,040,166, and retire- 
ments amounted to $1,267,237, resulting in a net increase in investment 
account of $772,929, as follows:— 


Additions 
Purchase of six’ Lockheed Lodestar aircraft com- 
Dlete with radios Meri hE BEAN inden ines $ 1,144,599 


Purchase of Pratt & Whitney Twin-row Wasp 
engines to replace Hornet engines—final 


PAV TOTTORI yen NAA at eal am menOR Rt Sane Wan — 287,716 
Value of eleven Lockheed. 14-08 aircraft ...... 539,868 
Servicing and! office equipments in wie teak 35,601 
Betterments to fixed property and miscellaneous 32,082 

$ 2,040,166 


aes Mr. Hanson: Why was that done? 


SyMincToN: These engines had done their full hours in the air, and 
we oe cen engines. 


Hon. Mr. Hanson: You have sold them. 


Mr. Symineton: True, that is pretty much of a war condition. At any 
rate, we had flown them more than the given number of hours. 


Hon. Mr. Hanson: Were they sold back to the makers or were they sold 
to other flying companies? 


Mr. Symrineron: They were sold, sir, to Central America, Australia, se the 
Canadian Pacific air service. 


Hon. Mr. Hanson: There must have been a lot of value left in them. 


Mr. Syminaton: I may say to you that we were very pleased to get the 
money—there is no doubt about that—for them. 


Hon. Mr. Hanson: They were ee sold pretty cheap, were they? 
Who put the valuation on them? 


Mr. Symineton: They were not ie very cheap; at least the purchaser 
did not think so. 


Hon. Mr. Hanson: $10,000 a piece? 


Mr. Symineron: Yes, well that was a find. If it had not been for the 
war we would not have got anything for them. ) 


SP I yg 
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Hon. Mr. Hanson: Maybe not. You may be right. At all events, they 
were useful to the purchaser. } 

Mr. SyMineron: Yes. 

Hon. Mr. Hanson: And they are being used, I supposed? 

Mr. Symineton: I suppose so. I do not know. I suspect they are. You 
understand that the Hornet engine is no longer in production; you cannot get 
spare parts for it. 

Hon. Mr. Hanson: That is the real reason for the displacement—if you 
could not get parts. 

_Mr. Symineton: They are no longer in production at all that Hornet 
engine. 


Retirements 
26) J ELOImer men oines: SOM ea Be Me te ha hil as $ 270,600 
Cost of eleven Lockheed 14H aircraft, con- 
NCEE MLC IRL AUS Seo ee AN ot ail Merle ay he 983,512 
Servicing equipment and miscellaneous...... 13,125 


$1,267,237 


Net increase in property and equipment 
ACCOUNT AN  MeneIeR a cect mee Ny a) 5s, ee a $ 772,929 


Hon. Mr. Hanson: Just for my information, how do you finance this? 

Mr. Symineton: We finance it by a call-up of stock, or if we have the 
money, out of current account, depreciation account, of course. 

Hon. Mr. Hanson: Partly from the three sources, is that the idea? 

Mr. Symineron: Yes. We issued 850,000 dollars of additional stock this 
year. 

Hon. Mr. Hanson: That would be new capital. 

Mr. Parent: Who took up the stock? 

Mr. Symineton: The Railway. The capital stock was increased during 
the year by $850,000; surplus $494,915; $1,344,915; depreciation $344,177 that 
1s ‘a decrease; self insurance $110,989. 

Hon. Mr. Hanson: I cannot follow you. aun much is the depreciation. 

Mr. Symineton: $344,177. 

Hon. Mr. Hanson: That leaves how much? 

Mr. Symineron: Self insurance $110,989. That is all on page 11 of the 
report. 

Mr. Emerson: The value of the eleven Lockheed 14H aircraft figures out 
about $49,000 each, and over on your retirements you say the cost of the eleven 
Lockheed 14H aircraft, converted to 14-08’s is $89,410 each. 

Mr. Symineton: The way the auditors do it is this: $983,512 in retirements 
at the original book cost. The figure on the other side, $539,868 was the old 
depreciated book cost plus the cost of the new engines. 

Hon. Mr. Hanson: The depreciated book value. 

_Mr. Symineron: Yes, depreciated book value plus the cost of the new 
engines. 

Hon Mr. Hanson: Generally speaking, I wanted to know out of what funds 
or class of funds these additions were financed. I gather they were financed 
from three sources? 

Mr. Symineton: Four: capital, insurance reserve, depreciation and oper- 
ating surplus. 
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Hon. Mr. Hanson: And capital? 

Mr. Symineton: Capital, yes. 

Mr. JacKMAN: I would like to say something with regard to the way they 
have handled the accounting on the conversion of the Lockheed 14H to 14-08. As 
I understand it they have written the whole thing off in the $983,000 item? 

Mr. SyminctTon: Yes. 

Mr. Jackman: And they have taken the undepreciated value which was on 
the books and added to it the cost of the new engines and set it up as a new 
capital asset. 

Mr. SYMINGTON: Quite so. 

Mr. JAcKMan: Why did they not leave the books as they were instead of 
carrying out this confusing accounting and add an item for improvements? 

Mr. Symineron: The reason is that we have an entirely different article 
upon which depreciation starts again. We have really got to some extent a new 
plane, but the book cost estimate was what is shown here—the old one—the 14’s 
were written off, and the 14-08’s—a diflerent type—are then put on at actual 
cost. The original amount less the amount already paid for by depreciation plus 
the actual cost of the new engines. 

Hon. Mr. Hanson: You are telling us that you have a new capital asset? 

Mr. Symineton: A new capital asset at actual cost. 

Mr. JackMAN: Is there any advantage or disadvantage to the T.C.A. in 
the rates of depreciation which will be charged by this method of handling the 
accounts? 

Mr. Symineton: No, I think it is actually in accordance with the principles 
laid down, that we depreciate these things upon a certain fixed rate, upon what 
they cost and that is the only way I know of arriving at the cost of the 14-08’s. 

Hon. Mr. Hanson: It is an accounting problem? 

Mr. JAcKMAN: It interferes with their earnings very greatly. It is 
complicated. I do not know whether I should go into that or not. You have 
written off $983,000. I presume this is all out of the operating account for the | 
one year. ; 

Mr. Symrnoton: No, it has nothing to do with that. We just write it off 
on the one side, take it out of depreciation reserve, and we set up the undepreciated 
part for these converted planes on the other. 

Mr. JACKMAN: You charge $983,000 to the accumulated depreciated reserve? 

Mr. Symincton: Yes; and credit it on the other hand, with what we have 
set up as value—the actual undepreciated part of the new plane to which it 
contributed. 

Hon. Mr. Hanson: For a new asset. 

Mr. Symineron: Yes, for a new asset. 

The paid in capital of the company is now $4,600,000, an increase during 
the year of $850,000. The new capital was used to finance the purchase of six 
Lodestar aircraft. The self insurance reserve increased by $110,990, and is now 
$403,162. The depreciation reserve at December 31 stood at $1,504,190. 

Hon. Mr. Hanson: What is the rate? I suppose it varies on the asset? 

Mr. Symineton: Twenty-five per cent per year on aircraft. 

Hon. Mr. Hanson: And a lesser amount on others? 

Mr. Symineton: Six thousand hours on engines. 

Hon. Mr. Hanson: Who put up the $850,000 capital stock? 

Mr. Symineton: The money came from the Canadian National Railways. 

Hon. Mr. Hanson: Did not the government put up any? 


RAILWAYS AND SHIPPING 49 


Mr. Symineton: No, they do not own any stock—it is all from the 
Canadian National Railways. 

Mr. JAcKMAN: What did the books show when you sold those twenty-six 
Hornet engines? Did you realize a profit or a loss as compared with the book 
cost? 

Mr. SyminetTon: We realized a profit. 

Mr. JAcKMAN: I though you probably would in these times. 

Mr. Symrneton: A capital profit of $101,490. I tried to contend that 
that should not be taken off airmail rates but it was. 

Mr. JacKMAN: It went into your profits? 

Mr. SYMINGTON: Yes. 

Mr. JACKMAN: Were there any further capital profits—what I call capital 
profits—which went into the operating accounts—substantial amounts, I mean. 
Mr. Symineton: No sir, there were none at all. 

Now, we come to personnel— 

Mr. Harris: Just before you go on with that, would you explain that self 
insurance reserve increase and tell us at the same time how much outside insurance 
you carry, and how much insurance jis carried by organizations other than your 
own. 

Mr. SymincTon: Yes, sir. I think you will be glad to know Mr. Harris 
that we have at last got to the position where we are becoming completely self 
insurers, except with respect to fire in the hangars where a good many aircraft 
may be stored at one time. 

Mr. Harris: What premiums were you paying in 1942 with respect to crash 
insurance; how much did you pay by way of premiums last year, the year in 
which you say you became more or less self insured? 

Mr. Symincton: That is a change which has just been made. We carried 
the crash insurance this past year ourselves. The total amount paid for outside 
insurance was $156,919.86. 

Mr. Harris: And for the current year of 1943 you have no outside insurance? 

Mr. SymMincton: We will have about $30,000—$33,000, I think. We have 
set up a separate fund to be invested as an insurance fund of $400,000; and the 
reason we did that—apart from the fact that I think it is the proper thing to do 
—is that we have agreements with the other air lines who have a contractural 
liability to the people to whom they sell their tickets and where part of the run 
is over our lines and they have to have guarantees that if anything happens 
the passenger is going to have a proper place to get his damages, so that having 
got that fund fixed at $400,000 we have now become self insurers on all the 
operations except for the big hangars where there may be four or five planes in 
at once and where the fire hazard is high and the loss potential so great that we 
felt we ought not to undertake it with only a fund of that size; and the premium 
on that is relatively small, it is around $33,000 for three years. 

Mr. Harris: Are you still under contract to outside adjusters in the matter 
of crash? 

_ Mr. Symineton: In the matter of crash, ending May Ist, no. 
_Mr. Harris: Is it your purpose to retain outside adjusters? 

Mr. Symrinaton: I do not know that we have given consideration to that, 
Mr. Harris; we start assuming all of these risks at the expiration of the policies 
on May Ist. | 

Mr. Harris: Have you settled up on the Armstrong crash? 

Mr. Symincton: That has all been settled. 

Mr. Poutior: Who are your insurance brokers? 


a 
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Mr. Syminetron: The Canadian National Railways’ insurance department. 

Hon. Mr. Hanson: Coming back to the point you raised a moment ago 
about when you are selling capital assets and considering that as an operating 
profit, that does sound very strange to me. I am inclined to agree with you. 

Mr. Symincton: On the other hand, Mr. Hanson, the other point of 
view is that any revenue has a bearing on the mail rate where they charge up © 
depreciation, and they calculated that in our depreciation. Their contention 
is that there is a profit made by salvage and that it would affect depreciation; 
and I must say that I do not know that I could disagree with them—I tried 
to—that they are really entitled to it. That is the position. 

Hon. Mr. Hanson: They insisted? 

Mr. Symineton: They insisted, yes. 

Hon. Mr. Hanson: What did the auditors say about it? 

Mr. Symineton: I think they are inclined to agree with the Post Office 
Department, that as the Post Office Department pay for depreciation they ought 
to get credit for any salvage. 

Mr. Nicuoutson: If there were a loss of $400,000 it would work the other 
way. 

Mr. Symincton: It would work the other way. 

Mr. Jackman: I suppose that $150,000 included in incidental services 
was taken into the income account? 

Mr. MarrHews: In the adjusted depreciation charges you will find that 
the rates of the earlier years were amended. The rates charged for depreciation 
have been a little high. Now, this year when the final value of the planes 
became evident, the amount that has been provided for depreciation under 
operating expense account in the past years has been revised and that amount 
is taken in in the depreciation account for the year, as Mr. Symington says. 
The depreciation rate of previous years has been charged to this expense. 

Mr. JAcKMAN: You were not able to follow up your policy, you had to 
make a readjustment. 

Mr. MatrHews: Not a readjustment—we brought it in line with what 
turned out to be the actual fact. 

Mr. JAacKMAN: As the result of fortuitous circumstances, apparently. 

Mr. MatrrHews: No. not in the light of circumstances, in the light of 
experience. | 

Mr. Jackman: It was fortunate that you were able to dispose of these 
engines to the ferry command people. 

Mr. Marruews: That is right, but the fact still remains that the depreci- 
ation charge made to operating expense was made in the light of final experience. 

Mr. JAcKMAN: But it does not enter in the revenue. 

Mr. Matruews: In determining the depreciation charge for the year the 
amount that has been over accrued in previous years is treated as deduction 
on the books. Under the circumstances we consider that to be proper treatment 
in the light of Trans-Canada contract. 

Mr. JAcKMAN: It only entered in the profit and loss account so far as the 
mail contract was concerned, not so far as equipment was concerned. 

Mr. Hanson (Skeena): Mr. Chairman, I cannot hear what is being said 
and I am sure the reporter cannot. This is important, and I think it should 
be on the records; Mr. Matthews should take the stand as a witness. ? 

The CHatrMan: You are right, Mr. Hanson. I. will ask the witness to 
come up here where he can be heard. If you want this to appear in the record, 
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you will have to ask your questions clearly and the witness will have to speak, 
loudly enough to be heard up here or otherwise the reporter cannot take it. 


Mr. Povuutor: I have only one question to ask; do you charge the Post 
Office Department depreciation due to the handling of the mail bags from the 
airplanes. 


Mr. Marrunws: Did you say, the mail bags? 
Mr. Pountor: Yes, because they are an item of considerable cost to, the 
Post Office Department. 
The CHAIRMAN: Order. I think we will ask Mr. Symington to continue. 
Mr. SYMINGTON : 
Personnel 
The total personnel of the company as at December 31, 1942, was 
1,662, of whom 464, or approximately 30 per cent, were women. The 
policy of employing women and ex-service men was continued through- 
out the year. Included in the various activities in which women are now 


employed are those of agents, chauffeurs, cargo handlers, radio operators, 
stockkeepers and workers in the mechanical shops. 


Mr. JAcKMAN : Would you be in a position to speak about what total 
personnel are employed by private companies ? 

Mr. Symineton : No, I would not. 

Mr. JacKMAN : I read in an article some place that the C.P. Airways had 


7,000 employees. I presume that they might be engaged in other types of work— 
what would they be doing ? 


Mr. Symineton: I do not know. I really do not. They do some govern- 
ment work in connection with cadet training and that sort of thing. But I have 
not gone into their affairs at all, Mr. Jackman. 


Hon. Mr. Hanson : A private company would have altogether about 10,000 
employees. 


Mr. Symineton : That may be; I would not know. 


Hon. Mr. Hanson : I would tell you your policy. If your policy were to 
prevail these people would be out of a job. 


Mr. Symineton : Somebody is going to provide the service, Mr. Hanson. 


Mr. Parent: I notice that the total amount you show for salaries and 
wages is $99,931.46; does that represent the salaries of these 1,662 employees ? 

Mr. Symineton: Oh, no. Where are you reading from ? 

Mr. Parent: From page 11. 

Mr. CHAIRMAN: We are on page 7 now. : 

Mr. Parent: I noticed an item of current liabilities in connection with 
salaries and wages and I thought this was the time to bring it up. 


Mr. Symrneron : Oh, as to current liabilities, those are the unpaid aces 
wages for a week or for two weeks — whatever it may be. 

Mr. Pouiior: Were you asked by national selective service to supply than 
with a list of those engaged in essential occupations ? 

Mr. Symineton : Yes, and we supplied them with the name of every person 
in the employ of Trans-Canada Air Lines we considered essential. 

Mr. Pouttor: Would you have any objection to tabling that list ? 

Mr. Symineton : I do not know, Mr. Pouliot that I have it. I was having 
great difficulty in connection with the personnel of T.C.A. and I conferred with 
the national selective service people and they said, you furnish us with a list in 
all the districts of the people and their occupations and indicate who are 
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essential; and you understand the seriousness of the situation and we look to you, 
it is your responsibility not to ask for anybody who is not essential; so we 
furnished it. I haven’t got in here. I probably have it in my office. 

Mr. Poutior: Have you some embarrassment regarding the names of the 
individuals ? Will you please tell the committee what are the occupations that 
you consider essential for your service in the T.C.A.—men and women. 

Mr. Symineton : We do not consider any of the women essential. We have 
now substituted up to about forty per cent of personnel with women. We 
consider the flying personnel, the mechanics and key men as absolutely essential 
and some of the despatchers, one or two of the superintendents and that sort of 
thing. 

Mr. Poutior : And the mechanics ? 

Mr. Symineron: That is pretty well limited to pilots, engineers and radio 
position operators. 

Hon. Mr. Hanson : That sounds reasonable. 

Mr. Symineton : To date 204 men in our service have enlisted. 


Mr. Harris: Are the T.C.A. still using the services of the purchasing 
department of the Canadian National Railways ? 


Mr. Symineton: Yes. 


Mr. Harris: Then this word “total” — total personnel of the company is 
really just the operational personnel, is it not ? 

Mr. Symineron: Yes; I feel that perhaps the term as used may be a little 
wide. 

Mr. Harris: I think, Mr. Chairman, the report ought to be amended so 
there will be no misunderstanding of the situation. Apart from the purchasing 
agent there are a lot of other services which are — quite properly from the 
standpoint of economy — given to the T.C.A. by the Canadian National Rail- 
way; perhaps part time in many instances, where it permits of bulk purchases 
and where it permits of bulk services which have nothing to do with operational 
services. Now, could we not have something that would not mislead us on this ? © 
This word “total” certainly misleads me. The total is not 1,662 by any means. 
Let me put it to you this way, Mr. Chairman. If there were no Canadian 
National Railways at all, none of their personnel available to the T.C.A., and 
you had to establish the services, all that is supposed to cover the total of your 
personnel would be considerably more than 1,662. 

Mr. Symineton: Mr. Harris, might I explain? You were not here yester- 
day. The thing is quite clear on the record. Out of a total bill of $2,600,000 we 
paid a certain department of the Canadian National Railway $31,300 for services 
they perform. As I say, our total bill is two $2,600,000, and the C.N.R. are paid 
for certain purchasing services and so on $31,300 per annum. 

Hon. Mr. Hanson: And the cost would be much less. 

Mr. Symincton: I quite agree, but it is to the joint advantage of both. 
It will be more next year, there is no doubt about that. 

Mr. Harris: You could not put up the services for $31,000 odd. 

Mr. Symineton: I am very glad to have that statement; because we have 
been attacked, as you know, on the other side. 

Hon. Mr. Hanson: By whom? 

Mr. Symineton: By various people that we were paying—this came up 
in the committee the other day—that we were paying too much out in that way. 
But, as business men we get reports—I had a survey made—from which, of 
course, you figure your position. The figure I have indicates that next year we 
will have to pay the Canadian National more, because the service is growing 
as the line grows. It does not stay fixed. 
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Hon. Mr. Hanson: From that we can take it, I think, that you are not 
paying enough. 

Mr. Symineron: Sure, that is the position indicated. 

Hon. Mr. Hanson: Well then, we ought to know mathematically what the 
service is and what it costs them. 

Mr. Symincton: That is difficult to get at, but there is an indirect saving 
in not having two sets of medical organizations and purchasing organizations 
when the whole organization is there. 

Mr. Jackman: Do you say that as business men they meet and consider 
themselves as organizations; or, is the relationship that of father and child? 

Mr. Symincton: Well, I think you can concede that business men can sit 
down and discuss these things on a fairly reasonable basis and arrive at what 
they both conclude is a fair result. 


Mr. JAckmAN: I think, referring to your own figures, that the saving which 
costs you $31,300 amounts to around $60,000 to $75,000. 

Mr. Symineton: That is quite true. On the other hand, Mr. Jackman, 
they have practically no additional personnel, and they do receive a contribution 
of $31,300. You must anticipate, I think, that it will rise to $40,000 next year. 
We went over it item by item and department by department, and it is a saving; 
there is no question about that. 

Mr. JAcKMAN: I appreciate that. 

Mr. Symineton: And I think both sides try to be fair. 


Mr. JACKMAN: You are overlooking the fact that the railways are inclined 
to charge all the traffic will bear, that is their background. 

Mr. Symineton: The T.C.A. will not let them charge what the traffic will 
bear; if you want to put it that way. 

Mr. Povuutot: Can you give us the detail of the work performed by the 
personnel of the organization? 


The CHairMAN: Go ahead with the revort, Mr. Symington. 


Mr. SYMINGTON: 


A high percentage of the. male personnel of Trans-Canada Air Lines 
has enlisted in the armed forces, and manpower is one of the serious 
problems confronting the company. Deferments under the National 
War Service regulations have been requested only for such employees as 
are necessary to maintain safe operation. 

Classes were conducted for the training of pilots, dispatchers, 
stewardesses, radio operators, passenger agents and shop workers, in 
order to retain the present high standard of efficiency under existing 
conditions. 

A joint co-operative committee, with management and employee 
representation, was formed at the Winnipeg repair base. This committee 
serves as a medium for employees to discuss working conditions with 
the management and to place before it suggestions for improving effi- 
ciency in plant operations and for increasing production, and is instru- 
mental in establishing educational facilities for employees. It is proposed 
to establish similar committees at other points. 

Hon. Mr. Hanson: Have you a union? 


Mr. Symrineton: We have a local union. It is not a company union. I 
might say that the mechanics are members of the A.F. of L.; but that does not 
include the airmen. 


Hon. Mr. Hanson: You recognize the right to join international unions? 
Mr. Symineton: Yes. 
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Hon. Mr. Hanson: The same as the railways? 
Mr. SYMINGTON: Yes. 


A contributory pension plan for company employees was instituted. 
Participation in the plan is optional for employees in service prior to 
March 1, 1943, but compulsory for employees entering the service after 
that date. Employees in service prior to adoption of the plan are allowed 
the option of making retroactive payments to the fund. The plan permits 
contributions at from 2 per cent to 10 per cent of the employee’s salary 
with the company matching contributions up to 5 per cent. The cost 
to the company is estimated at between 3 per cent and 34 per cent of 
the payroll. 


Mr. JACKMAN: Is it taking very well? 

Mr. SyMInGTon: Yes, it 1s. 

Mr. JACKMAN: There are no complaints about it having been made com- 
pulsory? 

Mr. Symineton: No, there have been no complaints about that, the only 
thing is what we discussed yesterday—the pilots made certain representations 
with respect to an earlier retiring age for them. 

Mr. JAcKMAN: What is the average life of a pilot? 

Mr. Symineaton: I do not know that. In some cases they are flying quite 
old and some do not last so long; but we take the position with respect to the 
pilots that their background, training and everything else fit them to be the 
men who will naturally succeed to some type of ground jobs after it is unwise to 
fly them. 

Hon. Mr. Hanson: That is only fair. 

Mr. Symineron: Yes, I think so. 

Mr. NicHouson: In connection with the third paragraph under personnel, 
“classes were conducted for the training of pilots, dispatchers, etc.”; are these 
classes held continuously? What would you say about that? 

' Mr. Symrnetron: Yes. All of our pilots have to go through refresher courses, 
link trainers and so on. You have got to give continued attention to detain in an 
air line—you have got to avoid “‘familiarity-breeds-contempt,” carelessness and 
so on; and they are almost continuous. 

Hon. Mr. Hanson: And there are new gadgets being invented all the time. 

Mr. Symineton: Oh yes. 


Mr. NicHotson: Could you tell us something about the training you give 
generally to your staff about being gracious with travellers who are grounded 
and unable to fly on account of weather conditions—it seems to me your staff 
are very courteous. 


Mr. SymMincton: We have a class of three weeks on that, a three weeks’ 
training course in meeting the public, and so on and so forth. 


Special War Activities 


T.C.A. is operating for the Department of Munitions and Supply a 


new engine and propeller overhaul plant adjacent to the company’s main 
shop at Winnipeg. The plant is working on the overhaul of military air- 
craft, engines, propellers and accessories, and production will be placed 
on a three-shift instead of its present two-shift basis as additional per- 
sonnel is trained. 

The instrument shop at Winnipeg is working twenty-four hours a 
day on the overhaul and repair of instruments for military aircraft. A 
considerable volume of work was undertaken during the year at 


Winnipeg for other war plants, and the facilities of the company at various 
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ean across Canada were extensively used for the servicing of military 
aircraft. 

The co-operation of Trans-Canada Air Lines with British Overseas 
Airways Corporation in the north Atlantic transport operation was con- 
siderably extended during the year. At Montreal airport the maintenance 
and overhaul work on these overseas air transports is performed by Trans- 
Canada. Upwards of 200 of Trans-Canada’s skilled mechanics are 
continuously employed at the Montreal airport on this work. 


Mr. JAcKMAN: Referring back to the 1,662 personnel which you mentioned 
in the previous paragraph, how many of these might be engaged on work which 
is extraneous to the operations of the T.C.A. and who are directly employed? 


Mr. Symineton: In the neighbourhood of 200. 

Hon. Mr. Hanson: Is this on a cost basis, or on a cost plus basis. 

Mr. Symincron: It is on a cost basis. 

Hon. Mr. Hanson: You make no profit? 

Mr. Symineron: Not other than—I mean, I cannot say to the cent; the 
principle and theory is that 1t is a cost operation, 

Hon. Mr. Hanson: It is a service operation? 

Mr. SymMineton: Yes. 

Mr. Harris: With respect to the co-operation. of Trans-Canada Air Lines, 
etc., would you care to enlarge upon that? 

Mr. Syminetron: The next sentence, I think, answers that. 

Mr. Harris: Is that the co-operation you give. 

Mr. Symineton: Is that not co-operation? 

Mr. Harris: Yes. 

Mr. Symineton: We have three crews flying the ocean. I talk to them and 
they talk to me. We do their medical services. We are in continuous and 
constant communication. We look after all their ground work, radio coverage 
and so on. | 

Mr. JAcKMAN: I see you say there are 200 men engaged on that; and in the 
previous paragraph you talk about men in Winnipeg; is that another 200 men 
on extraneous work? 

Mr. Symineton: That is another 200. 

Mr. Jackman: Is that a total of 400 out of the 1,662? 

Mr. SyMIncTON: Yes, sir. 

Mr. Jackman: Are there any others out of that 1,.662 who are not 
engaged full time on T.C.A. work—any substantial number? 

Mr. Symineron: Well, there is no substantial number. We are flying back 
and forth for air transport, for the R.C.A.F., to these armed bases and that takes 
two crews to run that. : 

Mr. Jackman: What type of plane are you servicing for these people? 

Mr. Symincton: They are using the Liberator planes, big four-engined 
planes. They fly across—they take diplomatic mail and bring back the pilots 
who fly over the bombers. 

Hon. Mr. Hanson: That is the Dorval operation? 

Mr. Symincton: Yes, that is the Dorval operation. 


Three flight crews, each consisting of a captain, first officer, flight 
engineer, radio operator and navigator, were assigned to supplement the 
flight crews of British Overseas Airways Corporation, the navigators 

being seconded from the R.C.A.F. for duty with the company. Super- 
visory personnel of the company also participated in this trans-oceanic 
operation. 
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Mr. Harris: Have these flight crews training in gliders? 


Mr. Symineron: No, I do not think there have been any gliders for them. 


I have not seen any. I would not know. 


Radio coverage, dispatch and station service were furnished for the 
operations of the R.C.A.F. communications squadron. The company’s 
engineering and a flight staffs assisted the National Research Council and 
the R.C.A.F. in studies relating to icing conditions. 


Outlook for 1943 

Further increases in passenger, express and mail traffic are anticipated 
in 1943. There will also be development in the field of special war 
activities engaged in by the company. 


Hon. Mr. Hanson: What do you refer to there, or are you at liberty to 
say? Ido not want to know if it is any state secret. 

Mr. Symineton: These two new shops that are now in at Winnipeg will 
get into full production, and they are continually from day to day calling on us 
for more assistance or service. 

Mr. Povuutot: Does this include post-war air planning? 

Mr. Symineton: Does which include what, Mr. Pouliot? 

Mr. Povuior: Post-war air planning. 

The CHAIRMAN: Does this include a post-war air plan? 

Mr. Symincton: What is “this’’? 

Mr. Pouutor: The outlook for 1943. 

‘Mr. Symineton: No, I should not think 1t did. 

aise Mr. Hanson: This does not mean very much. It is just a pious 
wish. 

Mr. Symineton: It is simply this, Mr. Hanson, that during the years as 
they go by we find we have always had to increase our service to the military 
establishments, quite properly, and needless to say we desire it. It 1s growing 
each year. 

Hon. Mr. Hanson: You have not anything special in mind? 

Mr. Symrneton: Nothing special in sight, no. 

Mr. NicHouson: You mentioned earlier in your ,report you had reduced 
the ‘no show” business. What specifically have you done? What possibilities 
are there of improving it? 

Mr. Symineton: We have formed a central control that follows up through 
every booking, every ticket office in the system. “Have you contacted passenger 
No. so and so; are you sure he is going; is there any likelihood he will not be 
going,” and so on and so forth? Then too, the passenger must now take up and 
pay for his ticket at least three hours before plane time, not keep the reservation. 

Hon. Mr. Hanson: They told me down at the Chateau I had to take up 
and pay for the reservation when the reservation was confirmed. 

Mr. Symineton: I think they must have something in for you, Mr. Hanson. 

Hon. Mr. Hanson: Well, maybe they have; I do not know. 

Mr. NicHotson: What is the picture for last year as compared to the 
previous year? Have you anything to show that? 

Mr. Symineton: Yes, we have. I do not know that I have got it here. 
Each month we show the position of every office as to what they have done with 
respect to “no show” passengers. We have graded them one, two, and three, 
right over the whole system, and what they were the month before, and if they 
are falling back they are jacked up. Very close tab is kept on it, and they are 


kept up to the mark with respect to keeping down “no show” passengers. If the | 


; 


RAILWAYS AND SHIPPING of 


“no shows” go up we think there is something wrong with the office where it 
occurred, generally speaking. 


Mr. NicHoutson: Have you figures showing the percentage of air space that 
was used last year as compared to the previous year? 

Mr. Symineton: Less than 1 per cent of the total this year. 

Mr, NicHoitson: What is the figure for a year ago? 

Mr. Symineton: Last year about 3 per cent, and before thar, very bad. 

Hon. Mr. Hanson: People are alive to the fact if they do not go they do not 
_ get accommodation. 

Mr. JAcKMAN: Have you opened up any new passenger booking offices 
during the year, Mr. Symington? 3 

Mr. Symineron: St. John’s, Newfoundland, was opened. Offices at London, 
Ont., Seattle, Wash., and the district traffic office, Toronto, were closed. 

Mr. JACKMAN: One opened and three closed? 

Mr. Symineton: Yes. 

Mr. JackMAaN: How many of your booking offices are run conjointly with 
the C.N.R.? 

Mr. Symineton: Every C.N.R. ticket office sells Trans-Canada, but in 
St. John’s, Halifax, Montreal, Ottawa, Toronto, New York, Windsor, Winnipeg, 
Calgary, Edmonton, Vancouver and Victoria, we have offices of our own. 

Mr. JACKMAN: You have your own? 

Mr. SyminctTon: Yes. 

Mr. JaAcKMAN: What is the arrangement made with the C.N.R. offices? Do 
you pay them a commission on what they sell? 

Mr. Symineron: We pay them a small commission on what. they sell. 

Mr. JACKMAN: Is it a comparable commission to what would be charged by 
a railway in the United States that was booking for an airline there? Is it 10 
or 15 per cent, or what? 

Mr. Symineton: It is 5 per cent, which is about what the airlines pays us, 
or we pay them. 

Mr. JAcKMAN: It is a strictly competitive rate? 

Mr. Symineton: A strictly competitive rate. 

Mr. JACKMAN: It is not part of the $33,000 at all? 

Mr. Symincton: No. / 

Hon. Mr. Hanson: Mr. Symington, having come to the end of your pre- 
sidential report I would like to call your attention to the fact that the most 
populous part of the province of New Brunswick is in no way served by your 
line, and I wonder what you are trying to do in connection with that. The 
city of Saint John—I do not lke to use any derogatory term, but the little 
airway there is unsatisfactory, to say the least. People there are very much 
dissatisfied. The city of Fredericton is within ten miles, or twenty miles at the 
outside, of the beam and gets no service. We are almost on the direct line 
between Montreal and Moncton but we have been overlooked. 

Mr. Symincton: Personally I would like to go into Saint John. As you 
know the airport there, such as it was, could not possibly handle our planes. 

Hon. Mr. Hanson: I quite agree. 

Mr. Symincton: It is quite hopeless, and that was the situation when the 
war came on. We built at Blissfield, as you know, but that does not meet the 
situation. 

Hon. Mr. Hanson: No, I am afraid it is too far away. 

Mr. Symineron: So far as Trans-Canada is concerned it would like very 
much to go into Saint John but it cannot go in until the facilities are provided 
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for it to go. That is sure. Then there are considerations before we can go any 
place. Under the Trans-Canada Act the postmaster-general and the Minister 
of Transport must make a recommendatoin to council that we do it. Council 
must pass it and declare this a point on the Trans-Canada and then auto- 
matically under the Act we are in. 

Hon. Mr. Hanson: I have always understood that the Post Office Depart- 
ment were well disposed, let me put it that way. 

Hon. Mr. Howe: The whole difficulty is the airport. 

Hon. Mr. Hanson: I think there is something in that but Mr. Howe, have 
you ever considered having the airport within 10 miles of the city? 

Hon. Mr. Hown: We have searched everywhere for 20 miles and have not 
found a suitable site. It is very, very difficult country. If we can get a suitable 
airport within 20 miles of Saint John I assure you we will go in. 

Hon. Mr. Hanson: That is a fair statement. I think that is a very fair 
statement. I quite agree that without very great expense you could not utilize 
the present airport for ships of your size, but you do make the definite statement 
that if they can find a location within 20 miles the proposition will be reviewed 
and, if possible, put into effect. 

Hon. Mr. Hows: Of course, in making that I may say we have very small 
appropriations for civil air. 

Hon. Mr. Hanson: Do not go away from me. 

Hon. Mr. Howe: I am just saying that. 

Hon. Mr. Hanson: I was very much encouraged by your statement. I do 
not want you to retract now at all. 

Hon. Mr. Howe: I am just saying when we can get civil appropriations, 
which we do not get now, to develop the field. 

Hon. Mr. Hanson: There seems to be no trouble about money at all. I am 
told by these brain-trusters down in the east block and over in the Bank of 
Canada that money is the least of their troubles. They are going to provide 
everything in the way of finance after the war. ‘ 

Hon. Mr. Hown: It is different with the department that looks after civil 
aviation. 

Hon. Mr. Hanson: I think they will find it different, too, but that is what 
they tell me. Then, with regard to the situation at Fredericton we can get an 
airport within 2 or 3 miles. 

Hon. Mr. Howe: That, of course, is a different operation. It is off the beam. 

Hon. Mr. Hanson: It is not very far off the beam. You go right over 
Fredericton Junction, less than 20 miles away. 

Hon. Mr. Hower: The whole situation of serving off the beam locations 
has got to be studied after the war. All I can say is we will have to review 
that very carefully. 

Hon. Mr. Hanson: You will not commit yourself there. 

Hon. Mr. Hower: You cannot very well do both Saint John and Fredericton. 
If we can do Saint John or Fredericton that will be about all. 

Mr. Harris: Yes, pursue either one of them, Mr. Chairman. 

Hon. Mr. Hanson: We have been by-passed all our lives. I suppose we 
will have to continue. 

The CHatrRMAN: What does the committee wish to do with the balance 
of this report? 

Mr. Povuutor: I would like to say now that the service between Montreal 
and Quebec is appreciated, and following the remarks made by Mr. Hanson I 
wonder if it would not be possible to continue the service to Riviére du Loup. 
The Chairman is familiar with the place. He spends the summer there, and 
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thinks it is the best place to spend the summer. There are also many other 
reasons, and I hope that T.C.A. will consider it seriously. Would you do 
SO, Mr. President? 

Mr. Symineron: Will I do so, Mr. Pouliot? You know me. 

Mr. Poutior: I know you. e 

Mr. EmMmerson: There is a question bearing on this; with regard to the 
different airports that Trans-Canada uses, do you keep a monthly or yearly 
record of the days at each port where flying conditions are such that the planes 
are grounded, and when they are available, and do you tabulate the various ports? 

Mr. Symincron: Absolutely, I get a report every morning which deals with 
every port, every trip, whether it is routine, whether it is 5 minutes late, or 
whether it is 1 hour late, meteorological reports and operation reports, every 
day on every airport. 

Mr. Emmerson: Is there a report that can be available to the committee 
of the number of days out of the year that the planes at each port are not able 
to fly or to land or take off, or they are not usable by T.C.A.? 

Mr. Symineton: The meteorological department of the government in 
Toronto have it. It would be quite some work, I imagine, for us to collect the 
information. We get it, of course, each day, but the meteorological department 
in Toronto have the condition at every airport every day. 

Mr. Emmerson: But you keep no records of the ports you use? 

Mr. SyMINGTON: Oh, yes. 

Mr. EMMerson: ee keep reports for the year showing how many days 
you are not able to fly? 

Mr. Symineton: Well, for us, as I say, it might be some little trouble 
putting them together, but what happens on every flight every day is shown, on 
every flight every day, ‘could not go into Armstrong,” or “by-passed Armstrong 
and landed at so and so,” that is all recorded every day, of course. 

Mr. Emmerson: Where is that report obtainable to show the usability 
of each airport, if I may put it that way? 

Mr. SyMinctTon: From a weather standpoint. 

Mr. Larson: The meteorological bureau at Toronto. 

Mr. JAcKMAN: Since the inception of commercial air transportation has 
it been necessary for any line that wanted to fly particular routes to get per- 
mission from the Board of Transport Commissioners? 
~~ Mr. Symineton: I think so, yes. 

Mr. Jackman: They decide the same as they do in the case of the rail- 
ways who shall service a particular route and whether a CombeHne line shall 
be allowed? 

Mr. Symineron: I think they have been, yes, I think so. 

Hon. Mr. Hanson: You are always notified and heard? 

Mr. Symineton: I do not know that we have always been notified and 
heard. 

Hon. Mr. Hanson: I think you should be. 

Mr. SymincTon: Certainly, of course, we notify other people, and I presume 
we are notified. I do not know, Mr. Hanson. At any rate, these things come 
before the board, and I presume they look at it and say, “So and so shall be 
given notice.” 

Mr. JackKMAN: Would you think that the board might be improved if they 
had someone on it who knew the technical position of flying rather than simply 
the old railway men? 

Mr. Syminaton: Of course, the departments handle all their safety factors, 
and that sort of thing. I would not like to give an opinion on that. 
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Hon. Mr. Hanson: Have they technical advisors on air transportation? 

Mr. Symincton: That I do not know. I have never been before them. 

Mr. Pountor: Are there regulations governing the operation of your system 
besides the Act? 

Mr. SyMinaton: Yes. 

Mr. Poutrot: Were the members of the committee ever given those regula- 
tions? 

Mr. Symrneton: Regulations are passed by the departments, or by the 
Board of Transport Commissioners. 

Mr. Pouuior: Yes, but I wonder if the Board of Directors of the T.C.A. 
pass regulations that are in their jurisdiction within the Act and within the 
rulings of the Transport Board? They have regulations as all other corpora- 
tions have. 

Mr. Symincron: We have got by-laws of the corporation, certainly. 

Mr. Pouiiot: Yes. Would they be available to the members of the com- 
mittee? 

Mr. Symincton: Personally, I am quite sure I have no objection to making 
them available. 

Mr. Povutior: It is a part of the management, and it would help the 
members in their work to have everything that is considered as law for the 
TCA 

Mr. Symineton: I am sure so far as I See am concerned there is no — 
reason why the by-laws of Trans-Canada should not be given to this com- 
mittee. 

Mr. Pouutor: Especially concerning the issuance of passes and all that; 
there must be by-laws? 

Mr. Symineron: No, sir, not even a member of parhament, Mr. Pouliot. 

Mr. Povutior: We know that very well, but I wondered if there were some 
passes issued to a certain number of people. 

The CHatrmMAan: That was dealt with this morning. 

Mr. Pounior: Yes, pardon me. Would you have any objection to letting 
us have the by-laws governing the T.C.A.? 

Mr. Symineton: I do not think there is the slightest objection. 

Hon. Mr. Hanson: Mr. Symington, looking over the financial report I do — 
not see any item set up for the question of taxes. Does this company pay any 
taxes of any character? 

Mr. Pouuior: The property belongs to the government, eis when the air- 
planes are on the ground they are movable. 

Hon. Mr. Hanson: Pardon me, Mr. Pouliot, I was directing my question 
to Mr. Symington. 

Mr. Symineton: I can give you a list of what we pay in the line of taxes. 
We pay very little, of course, because we are an emanation of the Crown and 
the Crown owns all the fields which we use. Unemployment Insurance Act, 
Canada, $13,264; Unemployment and Compensation Act, New York, $586.35; 
Unemployment Insurance Compensation Act, Washington, $26.20; Federal 
Insurance Contribution Act, United States, $389. 50; Federal Meat: 
Tax Act, United States, $68. 06: municipal taxes, $10, 857. 52. 

Hon. Mr. Hanson: ners. is that, in feneia? 

Mr. Symineron: Winnipeg, bane Seattle, New York City. 

Hon. Mr. Hanson: That is all fixed ey 

Mr. Symineton: That is all fixed assets; business taxes, Py 252. 

Hon. Mr. Hanson: Whereabouts? 
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Mr. Symincton: Edmonton, Regina, Winnipeg, Windsor, London, Montreal. 

Hon. Mr. Hanson: That is a municipal tax, too? 

Mr. Symincton: That is right, yes; excise stamps for cheques; aircraft 
engine certificates; aircraft radio licences; aircraft registrations; applications for 
licences to operate scheduled service; bond to cover entry of aircraft into New 
York state; corporation tax, province of Quebec; province of Saskatchewan, 
education tax; ground radio licences; increase over 1941 Unemployment In- 
surance of Canada, $7,998.71, and reversal of accrual in 1941 of $20,000, a total 
of $34,590. 

Hon. Mr. Hanson: How much? 

Mr. SyMINGTON: $34,590. 

Hon. Mr. Hanson: That is your tax bill? 

Mr. SymiIneron: Yes. 

Hon. Mr. Hanson: That is very small, is it not? 

Mr. Symineron: Yes. 

Mr. JAcKMAN: There was reference in the president’s remarks to some 
treaties, one between Newfoundland and this country in regard to landing, and 
also reference to arrangements—I suppose they are made under treaty or in 
some written form—between our country and the United States. Would it be 
too much trouble to incorporate as a supplementary appendix to our hearing 
the relevant paragraphs in these treaties or arrangements which have to do 
with aerial transportation and the landing of foreign craft on our soil and the 
landing of our craft on foreign soil? There is very great interest, not only on 
the part of members, but on the part of the public, in international flying. 

Hon. Mr. Hows: I think that has been tabled in the House. 

Mr. Symineron: The Department of External Affairs would have that. 

Mr. Jackman: As to the aerial treaty with Newfoundland it may be 
accessible—I will not say readily accessible—but I think interest is so general 
that they might well be incorporated in our own minutes. What about the 
understandings with the United States? You did not say they were treaties. 

Hon. Mr. Howe: There are no understandings except an exchange of notes. 

Mr. JACKMAN: On page 5, paragraph 7. 


An understanding has been reached between the governments of 
Canada and the United States to maintain the existing agreement 
respecting international air services until after the close of the war... 


Hon. Mr. Howe: That was tabled only a few days ago, an exchange of 
notes. 

Mr. JAcKMAN: I have no doubt that we can get them but one has to go to 
considerable trouble, and in view of the interest I would suggest that they be 
incorporated as an appendix, putting in only the relevant parts of them if they 
are very long and deal with other matters that we are not concerned with, but 
people are alarmed at the extension which some of the United States airlines 
have made in western Canada. In fact, it was stated by one of these flying 
men—of course, quite unofficially—that they were here to stay. I think we 
must know exactly what their position is. 

Hon. Mr. Howe: They have no permanent rights. They are allowed to 
fly for the military and naval service of the United States government. They 
are not allowed to carry revenue passengers or revenue freight. 

Hon. Mr. Hanson: It is apparently understood that they end within a 
reasonable time after the war? 

Hon. Mr. Howe: The only permits that have been given have been given 
to the United States Army or Navy, not to any private firm. - 


62 STANDING COMMITTEE 


Hon. Mr. Hanson: In some of these cases after years of user they begin 
to claim vested rights. 

Hon. Mr. Howe: We are watching that. We do not like certain situa- 
tions. ° 

Hon. Mr. Hanson: You have to give way on account of the war. 

Hon. Mr. Howe: Yes, but the only permits that have been granted are 
permits to the United States army or navy. 

Hon. Mr. Hanson: And it is proposed to strictly limit that. 

Hon. Mr. Hows: Yes, limited to the duration of the war. 

The Cuarrman: I would like to suggest that if there is any information 
you particularly wish the only way you can definitely secure it is by a motion 
through the committee. | 

Mr. JAcKMAN: I will move that the relevant parts of all treaties and 
understandings with the British Empire or foreign countries be incorporated 
as an appendix to this report. 

Hon. Mr. Hanson: I will second that. 

Mr. Symincton: We have no agreement. You will have to ask the 
department for that. 

Hon. Mr. Hanson: Would the department undertake to provide that? 
It seems reasonable. 

Hon. Mr. Hown: ‘That is a matter for the Department of External 
Affairs. I cannot think that there would be any objection to it. 

Hon. Mr. Hanson: Will you suggest it? 

Hon. Mr. Howe: Yes. 

The CuHairMAN: There is a motion before you. I did not quite follow the 
motion, but I will ask Mr. Jackman to state his motion again and then we 
will vote on it. 

Mr. JackKMAN: I move that the relevant parts of all treaties between 
Canada and the British Empire or foreign countries having to do with air 
transportation be incorporated as part of this report. 

Hon. Mr. Micuaup: In the minutes of this meeting. 

The CuatrmMan: The motion has been moved by Mr. Jackman, and 
seconded by the Hon. Mr. Hanson. All those in favour? 

Motion agreed to. 

The CuatrMAn: What do you wish to do with the balance of this report? 
Are you finished with it? 

Hon. Mr. Hanson: You have got the whole balance sheet. 

Mr. Syminetron: The other is just added for information. 

Mr. Povuuior: Before we do that I would like to put a motion that all 
by-laws of T.C.A. be published as an appendix to the report of the com- 
mittee. 

The CHatrMAN: Who is your seconder, Mr. Pouliot? 

Mr. Harris: I will second that. 

The CuHarrMan: It has been moved by Mr. Pouliot, seconded by Mr. 
Harris, that the president of Trans-Canada Airlines be asked to append a 
copy of the by-laws of the Trans-Canada Airways organization to the report. 

Hon. Mr. Hanson: ‘There are by-laws and by-laws. Does he mean the 
general by-laws? 

Mr. Symineron: I cannot remember what they are, Mr. Hanson, but it 
will be very general. 

The CuairMaANn: All those in favour of this motion? 


se 


RAILWAYS AND SHIPPING 63 


Motion agreed to. 

The Cuairman: Will we proceed with the reading of the balance sheet 
or just interrogate the witness from time to time? 

Mr. Harris: Just before you call it 1 o’clock, could we have a breakdown 
of this income account, particularly operating expenses, operation and main- 
tenance? They are all in one item. That does not give us much information. 

Hon. Mr. Hanson: It seems to me at this point that ought to be printed 
as a breakdown for us so that we can study them before we come to our next 
meeting. Would it be possible to have those breakdowns put on paper and 
submitted to the committee, say to-morrow morning, or whenever we meet? 

Mr. Symineron: That, of course, all depends on the detail that you want. 

Hon. Mr. Hanson: It is a big sum of money. Of course the real meat 
of this income account is in the breakdown. 

Mr. JAcKMAN: Perhaps United Airlines would be some guide as to what 
Wwe want. 

Mr. Symineton: I have it and there is nothing like as much in it as there 
is In ours now, but I have no objection to adding, if it meets the committee’s 
wish, a breakdown of operating expenses, but there are breakdowns and break- 
downs, some going to the last detail. Naturally there may be things that you 
do not want. 

Mr. Harris: The ordinary breakdown one finds in an industrial balance 
sheet; there is certainly nothing comprehensive about this particular account. 

Hon. Mr. Hanson: I think the accountants would know exactly what was 
meant by that. 

Mr. Harris: Operations separated from maintenance, plant repairs, and 
SO on. 

The CuHatrMAN: Gentlemen, it is 1 o’clock. I assume we will meet to- 
morrow at 11. 

Mr. Harris: Can we have this breakdown before we meet? 

Mr. Lockuart: Can it be arranged so that this committee will not conflict 
with the Committee on Social Security? They are both meeting at the same 
hour. 

The CHaIRMAN: Social Security is only meeting one day a week at present 
and they are having a meeting to-day so there will be no conflict. 

Mr. Hanson (Skeena): Are you going to ask concurrence in the presenta- 
tion of yesterday’s report to sit? 

The CHAIRMAN: Not to-day because we were headed off Bye There 
is no use going back to-day. We will ask concurrence to-morrow. The meeting 
is adojurned until to-morrow at 11 o’clock. 


The committee adjourned at 1 o’clock p.m. to meet again on Wednesday, 
March 31, 1943, at 11 o’clock a.m. 
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APPENDIX “A” 


Pertinent Extracts from Exchanges of Notes, Ete., Regarding International 
Aviation Arrangements Filed by Department of Transport 


UNITED STATES 


ARRANGEMENT BETWEEN CANADA AND THE 
~ UNITED STATES OF AMERICA 
RELATING TO AIR NAVIGATION 


(Effective August 1, 1938) 


ArtTIcLeE III 


(a) Each of the Parties to the present arrangement shall grant, in time 
of peace, liberty of passage above its territory to aircraft of the other Party 
duly registered in the territory of such other Party, provided that the conditions 
set forth in the present arrangement are observed. 

(6) It is, however, agreed that the establishment, and operation by an 
enterprise of one of the Parties of a regular air route or service to, over or away 
from the territory of the other Party, with or without a stop, shall be subject to 
the consent of such other Party. 

(c) Any air transport enterprise of either Party applying for permission 
to operate such a route or service shall be required to submit its application 
through diplomatic channels. 


ARTICLE IV 


(a) The aircraft of each of the Parties, passengers and goods carried thereon | 


and personnel employed on the aircraft shall, while within or over the territory 
of the other Party, be subject to the laws in force in that territory, including all 
regulations relating to air traffic applicable to foreign aircraft, the transport of 
passengers and goods, and public safety and order, as well as any regulations 
concerning entry and clearance, immigration, passports, quarantine and cus- 
toms. 


(b) Subject to the provisions of the preceding paragraph and to the laws. 


and regulations therein specified the carriage of passengers and the import or 
export of any goods which may lawfully be imported or exported will be per- 
mitted in aircraft of either Party into or out of territory of the other Party; and 
(subject to the same proviso) such aircraft passengers and goods carried thereon 
and personnel employed on the aircraft shall enjoy in the territory mentioned the 
same privileges as aircraft of such other Party and shall not, merely by reason 
of the nationality of the aircraft, be subjected to any other or higher duties or 
charges than those which are or may be imposed on aircraft of the territory 
referred to or the aircraft of the most favoured country, engaged in international 
commerce, or on their passengers, goods and personnel. 


ARTICLE VI 


The fuel and lubricating oils retained on board aircraft of either Party 
arriving in or leaving territory of the other Party shall be exempt from customs 


duty, even though the fuel and lubricating oils so retained are used by the aircraft 


on a flight in that territory. 
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ARTICLE VII 


Aerodromes open to public air traffic in territory of either Party shall, so far 
as they are under its control, be open to aircraft of the other Party, which (subject 
to te same proviso) will also be entitled to the assistance of the meteorological, 
radio, lighting and day and night signalling services at such aerodromes. Subject 
again to the same proviso, the scale of charges at such aerodromes for landing 
and accommodation shall be the same for aircraft of each of the Parties. 


ARTICLE VIII 


(a) The term “air commerce” as used in the succeeding paragraph of this 
article means:—Navigation of aircraft in territory of either Party in the conduct 
or furtherance of a business; and the commercial transport of passengers or 
goods between any two points in the territory of either Party. 

(6) Air commerce may, in the territory of either Party, be reserved 
exclusively to its own aircraft, with the reservation of the stipulations contained 
in Article III concerning regular air routes or services for which special consent 
is necessary, the aircraft of either Party may, nevertheless, proceed from any 
aerodrome open to public air traffic in territory of the other Party to any other 
such aerodrome for the purpose of taking on board or landing the whole or part 
of their goods or passengers, provided that such goods are covered by through 
bills of lading and such passengers hold through tickets, issued respectively for a 
journey the starting place and end of which are not both points between which air 
commerce has been reserved; and such aircraft while so proceeding from one 
aerodrome to another shall, notwithstanding that both such aerodromes are 
points between which air commerce has been reserved, be entitled to the treat- 
ment set out in this arrangement. 


ARTICLE X. 


(a) All aircraft of either Party flying in or over the territory of the other 
Party must carry clear and visible nationality and registration marke whereby 
they may be recognized during flight. 

(6) Such aircraft must also be provided with certificates of registration 
and airworthiness and with all the other documents prescribed for air traffic 
in the territory in which they are registered. 

(c) The persons employed on such aircraft who perform duties for which 
a certificate of competency or licence is required in the territory in which the 
aircraft is registered, must carry such documents as are prescribed by the 
regulations in force in that territory. | 

(d) The other persons employed on board must carry documents showing 
their duties in the aircraft, their profession, identity and nationality. 

(e) Each of the Parties reserves the right to require lists of the passengers 
and persons employed on board as well as a manifest of the goods carried on the 
aircraft. 

(f) The certificate of airworthiness, certificates of competency or licences 
issued or rendered valid by the competent authorities of either country in respect 
of its aircraft or of the crew of such aircraft shall be recognized as having the 
same validity in the territory of the other country as the corresponding documents 
issued or rendered valid by the competent authorities of such other country; 
provided that. with respect to certificates of competency or licences issued or 
rendered valid by either country in favour of nationals of the other country, such 
recognition may be refused by the latter country. 
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ARTICLE XIV 


(a) Aircraft of either Party entering or leaving territory of the other Party 
shall make a first landing at and depart from only an aerodrome open to public 
air traffic and designated as an airport of entry where facilities exist for the 
enforcement of customs, passport, quarantine and immigration regulations and 
the entry and clearance of aircraft; and no intermediate landing other than a 
forced landing may be effected before arriving at such an airport on entry 
into the territory concerned or after leaving such an airport on departure from 
that territory. In special cases, and subject to the same provisions as to inter- 
mediate landing, the competent authorities may allow a first landing at or a 
departure from another aerodrome where the above-mentioned facilities have 
been arranged. 

(b) Each of the Parties reserves the right to require that aircraft entering 
its territory shall make its first landing at the airport of entry nearest to the 
point where the aircraft has crossed the frontier, with the understanding, however, 
that in this event, permission may be granted for the aircraft to make its first 
landing at an airport of entry other than the one nearest to the frontier. 

(d) Lists of aerodromes in territory of either Party which are designated 
as airports of entry for the purposes of this article will be communicated as 
soon as possible to the other Party. Any subsequent alteration in these lists 
will also be communicated to such other Party. 


ARTICLE XVII 


(a) The present arrangement or any part thereof may be terminated by 
either Government at any time upon sixty days’ notice given in writing to the 
other Government. 

(6) On the date that the present arrangement becomes effective, the 
reciprocal arrangement between the United States of America and Canada for 
the admission of civil aircraft, the issuance by each country of pilots’ licences 
to nationals of the other country and the reciprocal acceptance of certificates 
of airworthiness for aircraft imported as merchandise, entered into by an 
exchange of notes dated August 29, 1929 and October 22, 1929, will be supplanted 
with the exception of the provisions of the latter arrangement which set forth 
the conditions governing the issuance of pilots’ licences and the acceptance of 
certificates of airworthiness for aircraft imported as merchandise. 


Arrangement Between Canada and the United States of America 
Relating to Air Transport Services. 


(Effective August 18, 1939) 


ARTICLE I 


Having in mind the desirability of mutually stimulating and promoting the 
sound economic development of air transportation between the United States 
and Canada, the Parties to this Arrangement agree that the establishment and 
development of air transport services between their respective territories by 
air carrier enterprises holding proper authorizations from their respective Gov- 
ernments, shall be governed by the following provisions. 


ARTICLE II 


The present Arrangement shall apply to continental United States of 
America, including Alaska, and to Canada, including their territorial waters. 

The privileges accorded by this Arrangement shall be available only to air 
carrier enterprises bona fide owned and controlled by nationals of the respective 
parties. 
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ARTICLE III 


Each of the Parties agrees, subject to compliance with its laws and 
regulations, to grant to air carrier enterprises of the other Party permits for 
non-stop services through the air space over its territory between two points 
within the territory of the other Party; provided, however, that inland non-stop 
services between the United States and Alaska shall be the subject of a separate 
understanding. 

Each Party further agrees, subject to compliance with its laws and regula- 
tions and on a basis of reciprocity, to grant operating rights to the air carrier 
enterprises of the other Party for the operation of international services 
between a place in the territory of one Party and a place in the territory of 
the other Party. 

The details of the application of the principle of reciprocity contained 
herein shall be the subject of amicable adjustment between the competent 
aeronautical authorities of the Parties to this Arrangement. 


ARTICLE IV 


Any air carrier enterprise of either Party applying for permission to operate 
in territory of the other Party shall be required to transmit its application 
through diplomatic channels in accordance with Article III (c) of the Air 
Navigation Arrangement effected by an exchange of notes between the two 
Parties, signed on July 28, 1938. 

The air carrier enterprises of each Party will be required to qualify before 
the competent aeronautical authorities of the other Party under the latter’s 
applicable laws and regulations before being permitted to engage in the 
operations contemplated by this Arrangement, and upon so qualifying will be 
issued permits or licences by such authorities accordingly. 


ARTICLE V 


The terms of the permits referred to in Article IV, the airports to be used 
by the respective services, the routes or airways to be flown within the 
respective territories of the Parties between the designated airports, and other 
appropriate details of the conduct of the air transport services contemplated 
by this Arrangement, shall be determined by the competent aeronautical 
authorities of the Parties. Any permit issued by the competent aeronautical 
authorities for the air transport services contemplated hereunder shall be valid 
only so long as the holder thereof shall be authorized by its own Government 
to engage in the service envisaged by such permit. The holding of such permit 
shall be subject to compliance by the holder with all applicable laws of the 
issuing Government and with all valid rules, regulations and orders issued 
thereunder. Such permit may not be revoked for any cause other than non- 
compliance with such laws, rules, regulations or orders or for such reasons as 
the public interest may require. 


ARTICLE VI 


Each of the Parties hereto agrees not to impose, and to use its best efforts 
to prevent the imposition of, any restrictions or limitations as to airports, 
airways or connections with other transportation services and facilities in 
general to be utilized within its territory which might be competitively or 

otherwise disadvantageous to the air carrier enterprises of the other Party. 


ARTICLE VII 


The aircraft operated by United States air carrier enterprises shall conform 
at all times with the airworthiness requirements prescribed by the competent 
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aeronautical authorities of the United States for aircraft employed in air 
transportation of the character contemplated by this Arrangement. 

The aircraft operated by Canadian air carrier enterprises shall conform 
at all times with the airworthiness requirements prescribed by the competent 
aeronautical authorities of Canada for aircraft employed in air transportation 
of the character contemplated by this Arrangement. 

The competent aeronautical authorities of the Parties hereto may com- 
municate with a view to bringing about uniformity of safety standards for the 
operations contemplated by this Arrangement and compliance therewith, and 
whenever the need therefor appears the Parties may enter into an agreement 
prescribing such uniform safety standards. 


ARTICLE VIII 


The matter of the transportation of mail shall be subject to agreement 
between the competent authorities of both Parties. 


ARTICLE IX 


The operations contemplated hereunder shall be conducted subject to the 
applicable terms of the Air Navigation Arrangement effected by an exchange of 
notes between the two Parties signed on July 28, 1938. 


ARTICLE X 


This Arrangement shall remain in force for a period of two years and 
thereafter until terminated on six months’ notice given by either Government 
to the other Government. 


Arrangements for Giving Effect to Article III of the Air Transport Arrangement 
Between the Two Governments, Entered Into on August 18, 1939 


(Effective December 3, 1940.) 


EXISTING SERVICES :— 

International air transport services actually in operation between the two 
countries, for which certificates and permits have been issued by the respective 
Governments, to be confirmed. Services with respect to which applications for 
formal certificates or permits are now pending other than those services speci- 
fically listed below, shall be subject to disposition at the sole discretion of the 
appropriate agency of the Government before which such applications are 
pending. 


Wiru Respect To NEw SERVICES: — 

Each Government to take the appropriate steps to permit He operation by 
air carrier enterprises of the other, holding proper authorization from their own 
Governments, respectively, during the period ending December 31st, 1942, in 
accordance with the following specification of the routes and of the nationalities 
of the air carriers by which service over each route will be operated between: 


Bangor, Maine—Moncton, New Brunswick United States 
New York, New York—Toronto, Ontario Canada 
Buffalo, New York—Toronto, Ontario - United States 
Windsor, Ontario—Any point or points in 
the United States United States 
Detroit, Michigan—Any point or points 
in Canada Canada 


Great Falls, Montana—Lethbridge, Alberta United States. 
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The Canadian Government to co-operate in, or to permit or undertake the 
establishment on behalf of a United States air carrier, subject to Canadian law, 
of the necessary aids to air navigation, along the coast of British Columbia. 

Further decisions with respect to routes and services to Alaska to be reserved 
for future consideration. 


NEWFOUNDLAND 


Pertinent Extracts from Exchange of Notes Between Canada and the New- 
foundland Commission of Government Authorizing Trans-Canada 
Air Lines to Fly Into Newfoundland, Effective April 1, 1942 


Paragraph 1. Permit shall be from April 1st, 1942, renewable from year to 
year thereafter. 

Paragraph 2. Six months’ notice of cancellation may be given by either 
Newfoundland Government or Trans-Canada Air Lines. 

Paragraph 3. Granting of this permit will not affect inter Government 
agreement covering operation of Trans-Atlantic Air Service. 

Paragraph 4. Newfoundland Government undertake not to grant a permit 
for commercial flying between Newfoundland and North American continent 
which may compete with traffic of Trans-Canada Air Lines under this permit 
without prior consultation with Canada. 

Paragraph 5. Trans-Canada Air Lines shall provide a service comparable 
to that given on Trans-Canada Air Line Service in Canada. 

Paragraph 6. Initial frequency shall be one round trip daily six days a 
week, weather permitting, but this frequency of schedule may be increased 
without further permit. 

Paragraph 7. Rates and regulations for carriage of passengers and express 
shall be comparable to those prevailing from time to time on Trans-Canada 
‘Air Lines in Canada. 

Paragraph 8. Conditions governing carriage of mail by air on service shall 
be agreed on by .postal authorities of Canada and Newfoundland from time 
to time. 

Paragraph 9. Trans-Canada Air Lines operations shall be conducted in 
accordance with air regulations for Canada and air customs and Immigration 
regulations prevailing from time to time. 

Paragraph 10. Government of Newfoundland shall exempt from custom 
duty and tax, all aircraft, engines, parts and accessories, radios, motor tank 
trucks, materials for original construction and equipment for hangars and 
buildings at aerodromes, and all other equipment necessary for establishment and 
operation of services which may be imported by Trans-Canada Air Lines or 
by the Government of Canada. Provided that this exemption from duty shall 
not apply to vehicles or equipment of any class used on public high roads other 
than motor tank trucks nor to other articles or materials not specified above 
e.g. office supplies and equipment, consumable stores, wearing apparel of all 
kinds, foodstuffs imported by or from Company or to be used in any hostel or 
by its employees or passengers. 

Paragraph 11. Government of Newfoundland shall permit entry, free of 
duty and tax, of special aviation fuel and petroleum products necessary for 
operation of aircraft on services. 

Ends. 


Pertinent Extracts from 1935 Trans-Atlantic Agreement 


“Having met in conference in Ottawa to consider questions connected with 
the institution of Transatlantic Air Services for the carrying of mails and 
eventually passengers and freight, we, the representatives of the United King- 
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dom, Canada, the Irish Free State and Newfoundland, record the following 
conclusions unanimously reached by the conference which, subject to the final 
consideration and approval of our respective governments, it is agreed should 
form the basis of any arrangement entered into. 


PARI] 
Development Program 


1. The government will co-operate in a program of development of a trans- 
atlantic air service. All practicable preference will be given to the direct route, 
including the Irish Free State and Montreal, but this understanding is not to be 
taken as preventing the use of alternative routes for purposes of development. 

Two stages of development are contemplated: 


(a) An initial stage, during which survey and experimental flights 
will be made and other investigations carried out, followed by services 
which may be seasonal and irregular, this stage being hereinafter referred 
to as “the experimental stage’; and 

(b) the establishment of a regular service, this stage being herein- 
after referred to as “the regular flying stage’. This stage will commence 
as soon as a minimum of three months’ continuous flying on a schedule of 
two services a week is practicable. 


18. Each government will arrange for the provision, within its own territory, 
of the airports and the radio and meteorological services and other aids to air 
navigation, which may be necessary for the transatlantic air service during the 
experimental stage and thereafter. It is understood, however, that the Govern- 
ment of Canada will provide for the radio and meteorological services within 
Newfoundland, upon a basis to be agreed between the Governments of Canada 
and Newfoundland. 

Nore: Due to the intervention of the war the experimental stage, mentioned 
in paragraph one, was never completed. Canada’s obligations for Radio and 
Meteorological development in Newfoundland, as given in paragraph 18, have 
been carried out. 


Pertinent Extracts from Exchange of Notes Tabled in the House by the 
Prime Minister on February 22, 1943, Renewing the 1940 
Supplementary Air Transport Agreement. 


“The 1940 agreement... supplements the 1939 agreement. The 1939 agree- 
ment is now terminable on six months’ notice. The terms of the new Exchange 
of Notes, the 1940 Agreement is also terminable on six months’ notice and expires 
without notice at the end of the war. 
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APPENDIX “B” 
BY-LAWS OF TRANS-CANADA AIR LINES 


By-Law NuMBER 1 


A By-Law relating generally to the transaction of the business and affairs 
of Trans-Canada Air Lines (herein called “the Corporation ”’). 


Bk rv ENACTED by the Directors of the Corporation as a by-law as follows:— 


CHARTER 


1. The powers and authorities of the Corporation shall be as set out in 
Chapter 43 of the Statutes of Canada, 1937, as amended from time to time, 
and as set out in other Statutes or authorities from time to time in force and 
applicable to the Corporation. 


Hap OFFICE 
2. The head office of the Corporation shall be at the City of Montreal. 


SEAL 


3. The seal, an impression whereof is stamped on the margin hereof, con- 
sisting of two concentric circles between which appears the name of the Corpo- 
ration and in the centre of which appear the word and figures ‘ Incorporated 
1937”, shall until otherwise ordered by the Directors be the seal of the Corpo- 
ration. 


SHAREHOLDERS’ MEETINGS 


4. The annual meeting of the shareholders shall be held at the head office 
of the Corporation on the third Tuesday in the month of March in each year, 
for consideration of the report of the directors and the statements of account 
for the preceding fiscal year, the election of directors, and the transaction of 
such other business as may properly come before the meeting. 

5. Special meetings of the shareholders may be called at any time by the 
directors of their own motion and shall be called by them on signed requisition 
of shareholders holding not less than one-tenth of the issued shares of the 
Corporation stating the general nature of the business to be transacted at the 
meeting. Special meetings shall be held at such times and places as the 
directors may determine. 

6. At least seven days’ notice of each meeting of shareholders, whether 
annual or special, shall be given to each shareholder of record, by delivering a 
written or printed notice to him personally, or by mailing such notice in a 
postage-prepaid envelope addressed to him at his address as it appears on the 
share register of the Corporation. No publication of any notice of a meeting 
of shareholders shall be required. Every notice of a special meeting shall, 
besides stating the time and place of the meeting, state briefly the objects 
thereof. 

7. With the consent in writing of all the shareholders a meeting may be 
convened by shorter notice, or without any notice, and in any manner they see 
fit; and any meeting may be held at any time without notice if all of the share- 
holders are represented at any such meeting personally or by proxy and do not 
then object to the meeting being held. 
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8. At all meetings of shareholders the presence, in person or by proxy duly 
authorized, of the holders of a majority of the issued shares shall constitute a 
quorum for the transaction of business. In the absence of a quorum the holders 
of a majority of the shares represented in person or by proxy may eee any 
mecting from time to time. 


Boarp oF DIRECTORS 


9. The four directors electable by the shareholders (and constituting, with 
the three directors appointed by the Governor in Council, the Board of Directors 
of the Corporation) shall be elected at the annual meeting of the shareholders, 
or at a special meeting held for that purpose. 


10. The continuing directors may act notwithstanding any casual vacancy- 


in the Board of Directors. 
11. The directors may meet at any time or place for the despatch of 


business, adjourn and otherwise regulate their meetings as they think fit. The. 


quorum necessary for the transaction of business shall be a majority of the 
Board. Questions arising at any meeting shall be decided by a majority of the 
votes of the directors present including the Chairman, and in case of an 
equality of votes the Chairman shall, in addition to his original vote, have a 
casting vote. 

12. The President shall preside at all meetings of the directors at which he 


is present. In his absence the directors Diesen shall choose one of their 


number to act as Chairman of the meeting. 

13. The Board of Directors or a majority thereof may without meeting 
decide or act by way of a written minute or concurrence signed by the directors 
or a majority of them. A note of such written minute or concurrence shall, at 
the first meeting thereafter of the Board of Directors, be entered in the minute 
book of the Board. Provided that a majority decision or action by way of a 
written minute or concurrence shall not be valid unless or until all directors 
have had notice of the subject matter thereof. 


EXECUTIVE COMMITTEE 


14. The directors may appoint an Executive Committee of three of their 
number. Such committee may exercise all the powers of the directors, but every 
act or decision of the committee shall be reported by it to the board ‘at its next 
ensuing meeting. 


MINvUTES AND By-LAWS 


15. There shall be duly entered in one or more books provided for the 
purpose minutes of all meetings of the shareholders, directors and Executive 
Committee (if any); and any such minutes or copies thereof or extracts there- 
from and any of the Corporation’s By-laws or copies thereor or extracts there- 
from shall, if certified as such by the Secretary or an Assistant Secretary under 
the seal of the Corporation, be received in evidence without further proof. 


OFFICERS 


16. The officers of the Corporation shall consist of a President, who shall 
be elected by the directors from among their number, and a Vice-President in 
charge of Operations, a Secretary, a Treasurer, a Comptroller, a Chief Counsel, 
and such other officers as may from time to time be appointed by the directors 
or by the President. 


PRESIDENT 


17. The President shall be the chief executive officer of the Corporation and, | 


subject to the directors, shall exercise general control over all its affairs and 
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employees, and cause the business of the Corporation to be duly and efficiently 
carried on in conformity with the relevant Statutes and By-Laws. 


VICE-PRESIDENT IN CHARGE OF OPERATIONS 


18. The Vice-President in charge of Operations shall, subject to the By-laws 
and to the President, have charge of all operations of the Corporation. He shall 
report to the President. 

SECRETARY 


19. The Secretary shall attend all meetings of the shareholders and directors 
and shall keep a complete record of their proceedings, and shall notify the share- 
holders and directors of the time and place of all meetings. He shall be the 
custodian of the stock certificate book, share register and seal of the Corporation, 
and of all deeds, contracts, leases and other documents of the Corporation. In 
the absence of the Secretary an Assistant Secretary shall perform his duties. 


TREASURER 


20. The Treasurer shall have the care and custody of all moneys, funds and 
securities of the Corporation, and shall deposit or cause to be deposited all funds 
of the Corporation in and with such depositaries as the directors shall, from time 
to time, direct. He shall perform such other duties as are incident to his office 
or as may be required of him from time to time by the directors. If required 
to do so he shall give a bond in such sum and with such sureties as shall be 
satisfactory to the directors. In the absence of the Treasurer an Assistant 
Treasurer shall perform his duties. 


COMPTROLLER 


21. The Comptroller shall keep the accounts of the Corporation and render 
detailed reports thereof from time to time as required by the directors or the 
President and shall perform all such other duties as are incident to his office. 


CHIEF COUNSEL. 


22. The Chief Counsel shall be the chief consulting officer of the Corporation 
in all legal matters and, subject to the directors and the President, shall have 
control of all matters of legal import concerning the Corporation. 

23. Other officers of the Corporation shall perform the duties usually 
appertaining to their respective offices unless their duties shall have been 
specifically defined at the time of appointment. 


PERSONNEL AND REMUNERATION 


24. Officers, employees and agents of the Corporation, with the exception 
of those elected or appointed by the directors, shall be appointed by the 
President. The President may delegate this authority to another officer or 
officers of the Corporation in whole or in part. 

25. The President shall submit for approval at the first meeting of the 
directors each year, a list of salary ratings and shall fix the compensation of 
officers, employees and agents of the Corporation for the ensuing year or adjust 
the compensation of officers, employees and agents of the Corporation during the 
ensuing year, within such approved ratings. The President may delegate this 
authority to another officer or officers of the Corporation in whole or in part. 
| 26. Except when expressly authorized by the directors, no officer, employee 
or agent shall be engaged on terms requiring longer notice of termination of 
employment than one calendar month. 
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27. The President may suspend or dismiss any officer, employee or agent of 
the Corporation except those appointed by the directors. The President may 
delegate this authority to another officer or officers of the Corporation in whole 
or in part. 


BANKING 


28. Accounts in the name of the Corporation and trust accounts not in the 
name of the Corporation may be opened and operated in such bank or banks 
and in such manner as the directors may from time to time by resolution 
approve. 


EXECUTION OF DOCUMENTS 


29. Transactions covering expenditures, guarantees, direct or contingent 
obligations, leases or sales, involving in any one case over $25,000 or for a period 
running for more than five years shall require approval by the directors. When 
such approval has been given the relative documents may be executed by being 
sealed with the Corporation’s seal and signed by the President or the Vice- 
President of Operations, together with the Secretary or an Assistant Secretary. 

30. Documents relating to transactions required for the ordinary carrying 
on of the Company’s business, and not being transactions referred to in Section 29 
may be executed with or without the Corporation’s seal and signed by the 
President, the Vice-President of Operations or such other officer or officers as 
may from time to time be appointed for the purpose by the directors, and with 
or without the signature of the Secretary or an Assistant Secretary; provided 
that an original copy of all documents so executed shall forthwith be deposited 
in the Secretary’s Department. 


31. Powers of Attorney for the purpose of enabling the ordinary business | 


of the Corporation to be carried on may from time to time be executed under 
the Corporation’s seal, signed by the President or the Vice-President of Opera- 
tions, together with the Secretary or an Assistant Secretary. 

32. The President or the Vice-President of Operations, together with the 
Secretary or an Assistant Secretary, are authorized to appear before a notary 
in the Province of Quebec and sign, execute and deliver or accept in the name 
and on behalf of the Corporation: and with or without the affixing of the Corpora- 
tions’s seal, documents of any nature which require execution by the Corpora- 
tion; also to appoint under the seal of the Corporation from time to time officers 
of the Corporation or other persons as the attorney of the Corporation with 
power to sign, execute and deliver or accept in the name and on behalf of the 
Corporation any document or documents for a purpose set out or referred to 
in the power of attorney appointing such attorney. Any such power of attorney 
may contain such limitations as the said officers may from time to time think fit. 

33. All documents referred to in Sections 29 to 32 incluisve shall prior to 
execution be approved by the Chief Counsel or by a legal officer designated by 
him. | | 

34. Reports, returns or other formal documents relating to the affairs of 
the Corporation required by governmental or other authorized agencies may be 
executed by the office or officers required by the respective forms to execute 
such documents; and copies of such documents need not be deposited in the 
Secretary’s Department. 

35. Share certificates shall be issued under the seal of the Corporation 
signed by. the President and countersigned by the Secretary or an Assistant 
Secretary. 


CAPITAL EXPENDITURES 


_ 36. The President shall submit to the directors each year a budget of the 
estimated capital requirements for the ensuring year, which may make provision 
for unforeseen or contingent expenditures. 
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37. No project involving capital expenditures shall be commenced nor any 
commitment made prior to the approval of such budget, unless authorized by 
the directors. 

38. No project, involving a net change in investment of $5,000 or more 
out of the budgeted contingency fund shall be undertaken without prior approval 
of the President. 

39. The President shall submit to the directors periodically a statement of 
commitments made and expenditures incurred on capital account. 


PURCHASES OF MATERIALS AND SUPPLIES 


40. Purchase of equipment, materials and supplies for a sum greater than 
$10,000 shall be by tender unless in the opinion of the directors the interests of 
the Corporation will be best served by dispensing with tenders. 

41. Tenders for purchases estimated to cost less than $2,000 shall be 
opened and contracts awarded by an officer or employee to be designated from 
time to time by the President. 

42. Tenders for purchases estimated to cost $2,000 or more shall be opened 
in the presence of two officers or an officer and employee to be designated from 
time to time by the President. Contracts for purchases amounting to less than 
$25,000, may be awarded by an officer designated from time to time by the 
President, provided that if the lowest tender is not accepted the approval of the 
President shall be obtained before the contract is awarded. 

.43. Tenders or proposals for purchases of $25,000 or more under a single 
purchase, stocking order, or group of purchases for the same thing at the same 
time, shall be submitted to the President for approval of the directors before 
contract is awarded. 

44. Envelopes in which tenders are received shall have clearly marked 
thereon the date and exact time of receipt, and when opened shall be endorsed 
as to date and time of opening and each page of each tender shall be initialled 
by the officers and/or employee by whom opened. 


CONSTRUCTION CONTRACTS 


45. For work estimated to cost not more than $5,000 contracts may without 
calling for tenders be awarded by an officer or officers to be designated from time 
to time by the President, on the standard or short form of contract approved by 
the Corporation’s counsel. 

46. For work to be performed by other than Corporation forces and estimated 
to cost over $5,000 competitive sealed tenders shall be called. If the estimated 
cost is less than $25,000 a contract shall be awarded on the approval of the 
President. For work estimated to cost $25,000 or more the tenders shall be 
tabulated and referred to the President for submission to the directors. Con- 
tracts when awarded under this section shall be in the general form of contract 
approved by the Corporation’s counsel. 

47. Tenders for work referred to in Section 46 shall be opened by officers 
designated from time to time by the President. Envelopes in which tenders are 
received shall have clearly marked thereon the date and exact time of receipt 
and when opened shall be endorsed as to date and time of opening and each page 
of the tenders shall be initialled by the officers by whom opened. 

48. It shall be a condition of all tenders that there be deposited with each 
tender an accepted cheque on a chartered bank of Canada, payable to the Corpora- 
tion, for five per cent of the total amount of the tender, Cheques shall be 
returned to unsuccessful tenderers immediately after a decision has been made 
as to the award of the contract. 

49, It shall be a condition of the acceptance of a tender, whether so 
expressed in the acceptance or not, that the tenderer shall not later than two 
weeks from notification of acceptance of tender furnish the Corporation with a 
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surety bond of a Guarantee or Indemnity Company approved by the Corpora- 
tion and having an office in Canada (preferably in the Province in which the 
contract will be performed) for the full amount of the specified contract price, 
and expressed in terms approved by the Corporation, as security for the due 
fulfilment of all the provisions of the contract. Such bond shall be retained 
until the passing of the final estimate. If such bond shall not be in the possession 
of the Corporation within two weeks as aforesaid the Corporation shall have 
the right to retain the amount of the deposit as liquidated damages, to reject 
the tender and to award the contract to another tenderer. 

50. Upon the opening of tenders all deposit cheques shall be immediately 
taken charge of by the Treasurer, who will retain them in safe keeping until 
advised as to their return or retention. 

51. Except for special reasons, tenders shall be invited by public advertise- 
ment but if in the opinion of the President it is considered advisable to call for 
tenders by letter from selected contractors, public advertisement may be dis- 
pensed with. 

52. Where the work concerned is such that it can be carried out satisfactorily 
by local contractors, then the advertisement may be made in local newspapers 
only; but if the work is of considerable magnitude or involves a special type of 
work, public advertisement for tenders shall also be made in newspapers pub- 
lished in adjacent cities where the headquarters of large contractors or manufac- 
turing concerns are located. 

Passed and adopted by the directors as a By-Law of Trans-Canada Air 
Lines January 6th, 1939. 

Sanctioned and confirmed by the Shareholders January 6th, 1939. 


S. J. HUNGERFoRD, 
President. 


W. H. Hosss, 
Secretary. 
(Seal) 


TRANS-CANADA AIR LINES 
By-Law No. 2 


Entitled “A By-Law relating to the preparation and issue of tariffs of 
tolls.” 

Be it enacted by the Directors of Trans-Canada Air Lines (herein called 
the Corporation) as a By-Law of the Corporation, as follows:— 

Pursuant to Section 18 of The Transport Act, 1938, the officers below 
mentioned are respectively authorized and empowered from time to time to 
prepare and issue tariffs of the tolls to be charged in respect of the operation 
of the Corporation’s aircraft:— 

Vice-President in charge of Operations. 

Assistant to the Vice-President in charge of Operations. 

General Traffic Manager. : 

This By-Law shall remain in effect until cancelled or amended by the 
Directors. 

Passed by the Directors this 6th day of January, 1939. 

Witness the seal of the Corporation. 

S. J. HUNGERFORD, 
President. 
W. H. Hosss, 


Secretary. 
(Seal) 


January 26th, 1939. 


Approved by Board of Transport Commissioners, Order No. 57006, dated | 
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TRANS-CANADA AIR LINES 
BY-LAW -NOnS 


Entitled “ A By-Law relating to the Preparation and Issue of Tariffs of 
Express Tolls ”’. 

Be it enacted by the Directors of Trans-Canada Air Lines (herein called 
the Corporation) as a By-Law of the Corporation, as follows:— 


Pursuant to Section 18 of The Transport Act, 1938, the General Manager, 
Express Services, be and is hereby authorized and empowered from time to 
time to prepare and issue tariffs of the tolls to be charged in respect of the 
Express Services of the Corporation’s aircraft. 


This By-Law shall remain in effect until cancelled or amended by the 
Directors. 
Passed by the Directors this 8th day of March, 1939. 


Witness the seal of the Corporation. 


S. J. HUNGERForD, 
President 
(Seal) 
W. H. Hosss, 
Secretary. 


TRANS-CANADA AIR LINES 
By-Law No. 4 


The Vice-President in charge of operations, or the Assistant to the Vice- 
President in charge of operations, or the General Traffic Manager of the 
Corporation are respectively authorized by this By-Law to prepare and issue 
passenger tariffs of the tolls to be charged in respect of the aircraft owned or 
operated by the Corporation. 

The General Manager, Express Services, is authorized by this By-Law 
to prepare and issue tariffs of tolls to be charged for the carriage of goods in 
respect of the aircraft owned or operated by the Corporation. 

Such officers are authorized to submit the same to, and file the same with, 
the Board of Transport Commissioners for Canada, as required by The 
Transport Act, 1938. 

By-Law No. 2, dated January 6, 1939, and By-Law No. 3, dated March 
8, 1939, are hereby repealed. 

The above By-Law was passed by the Directors this thirteenth day of 
April, 1939. 

Witness the seal of the Corporation. 


S. J. HUNGERFORD, 
President. 
(Seal) 
W. H. Hosss, 
Secretary. 


Approved by Board of Transport Commissioners, Order No. 57359, dated 
April 28, 1939. 
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TRANS-CGANADA AIR LINES 
By-Law No. 5 


Be it enacted by the Directors of Trans-Canada Air Lines as follows:— ; 


By-Law No. 4 (relating to the preparation and issuance of passenger 
tariffs) as passed by the Directors on the thirteenth day of April, 1939, is 
hereby amended by deletion therefrom of the words “Assistant to the Vice- 


President in charge of operations” and the substitution therefor of the words 
“Assistant Vice-President in charge of operations”. 


Passed by the Directors this sixteenth day of January, 1942. 


Witness the seal of the Corporation. 


H. J..SyMINGTON, 
President. 
(Seal) 


W. H. Hosss, 
y Secretary. 


Approved by Order No. 61929 of the Board of Transport Commissioners 
for Canada, dated February 25, 1942. 3 
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) Owned, Operated and Controlled by the Government 
MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 2 


WEDNESDAY, MARCH 31, 1943 


WITNESSES: 


Mr. H. J. Symington, K.C., President, Trans-Canada Air Lines, 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways. 
Mr. N. B. Walton, Executive Vice-President, Operation and Construction 
7 Departments, Canadian National Railways. 
i Mr. T. H. Cooper, Comptroller, Canadian National Railways and Trans- 
Canada Air Lines. 


Mr. O. A. Matthews, of George A. Touche & Company, Auditors. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 


WepneEspAy, March 31, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock a.m., the Chairman, Mr. 
Howden, presiding. 


Members present: Messrs. Donnelly, Dubuc, Durocher, Emmerson, 
Ferland, Hanson (York-Sunbury), Hanson (Skeena), Harris (Danforth), 
Howden, Jackman, Lockhart, McCulloch, Nicholson, Parent, Pouliot, Ross 
(Middlesex East), Sanderson, Sissons. 


In attendance: Commander C. P. Edwards, Deputy Minister of Transport, 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways, 
Mr. H. J. Symington, K.C., President, Trans-Canada Air Lines, and other 
officials of the Canadian National Railways and Trans-Canada Air Lines; 
Mr. O. A. Matthews of George A. Touche & Company, Auditors. 


The Committee resumed consideration of the Annual Report of Trans- 
Canada Air Lines. 


Mr. Symington was recalled and examined on the Balance Sheet and 
‘Income Account. He was assisted by Mr. O. T. Larson, Vice-President, Mr. 
W. F. English, Assistant Vice-President, and Mr. T. H. Cooper, Comptroller. 


Witness filed a brief statement respecting the provision of funds for 
capital purposes in 1942. He also supplied members with a breakdown of 
operating expenses as requested at the previous sitting. 


In the course of Mr. Symington’s examination, Mr. Matthews and Mr. 
Cooper were also briefly examined. 


Consideration of the Report of Trans-Canada Air Lines being completed, 
the said Report was adopted on motion of Mr. Hanson (Skeena). 


On behalf of the Committee the Chairman thanked Mr. Symington, who 
was retired. 


The Committee then proceeded to consider the Annual Report of the 
Canadian National Railway System for the year ended 3lst December, 1942. 


Mr. R. C. Vaughan, Chairman and President, was called. He read from 
the Report and was examined thereon. Mr. N. B. Walton, Executive Vice- 
President, operation and construction departments, and Mr. T. H. Cooper, 
Comptroller, assisted and were also examined. 


At 1.00 o’clock, p.m., the Committee adjourned until tomorrow, Thursday, 
April 1st, at 11 o’clock a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House oF COMMONS, 
March 31, 1943. 


The Standing Committee on Railways and Shipping met this day at 11 
o’clock am. The Chairman, Mr. J. P. Howden, presided. 

The CHAIRMAN: Gentlemen, we have a quorum so let us get started. 

Mr. Symineron: Mr. Chairman, yesterday the Hon. Mr. Hanson asked a 
question about the provision of funds for capital purposes in 1942, and after I 
had made the answer he said he was not sure he understood it so I will, with 
your permission, sir, file a short statement ahicaee how funds were provided. 

The CHAIRMAN: Very ‘good. ’ 

Hon. Mr. Hanson: I hope it will be in very plain language so I can under- 
stand it. 

Mr. SYMINGTON: 

Funds provided by— 


ISetienOUeCApity bStOGK Nye cts aru wieynete es $850,000 
PED IS CAPHINO A Us.) 8e, OL on RA 494,915 
Increase in self-insurance reserve........ 110,990 
Decrease in depreciation reserve........ 374,176 
: ——— $1,081,729 
Utilized for— 
COSTAL se xPONCLRUUILES. a4, 6, oi A ouess elm ies, «8 $772,929 
Inerease in working. capital............. 308,800 
$1,081,729 


Then Mr. Pouliot asked for the by-laws of the company. I would like to 
file those. (See Appendix “B” of Minutes of Proceedings and Evidence of 
March 30, 1943.) 

The CHAIRMAN: All right. 

Mr. Symincton: Then we were asked for a breakdown of operating expenses 
which I have managed to get. I would ask you to have them distributed to the 
members of the committee. I provided Mr. Harris with a copy yesterday while 
these were being typewritten. 

The CHAIRMAN: Have you completed the balance sheet? 

Mr. Harris: No. I think Mr. Chairman, you might take up the observa- 
tions made by the witness seriatim, as it were, or has Mr. Hanson anything 
to say? 

Hon. Mr. Hanson: No. 

Mr. Harris: Mr. Chairman, I think the committee probably should have a 
few observations from the witness with regard to operating expenses and revenue, 
and pointing out the reasons why in most cases there is a very sharp advance, 
and in some cases quite a lesser amount being used during the current year 1942 
versus 1941. 

Mr. JAcKMAN: Mr. Chairman, have we proceeded with the balance sheet 
yet? 

The CHairMAN: No. Do you want to take the balance sheet up item by 
item? 
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Mr. JACKMAN: It is customary to do it. It will not take a minute if there 
is nothing in it. . 

The CuamrmMan: All right, we will proceed that way. 

Mr. Symincton: Do you want me to read it? 

The CHairMAN: I guess so. : 

Mr. Symineron: Balance sheet as at December 31, 1942. 


ASSETS 
Current Assets— 
Cash? Wish AMOR ORR PROM RRO Or, Raw PMR alah daisy $ 688,451 16 
Working RundvAdvancests cio miate a ee SLA. 5,769 O1 
Bpecigl (Deposibe war We baw ae dee Wee MANE ete tile G: ie 2,214 53 
Accounts: Receivable tin. rr aie i, eta wie 6 w%e''e es 807,784 44 
Traffic Balances Receivable .............-.2..06- 453,076 10 
Balances Receivable from Agents .............. 24,091 59 
Materials and Supplies i.8 site wae weuce «bie « 826,140 51 
Other: Current GARSeLs Sess. isle pases bateters a) ee 142,537 07 


$2,950,064 41 


Mr. Jackman: Have you any comment to make on any of the items, Mr. 
Symington, any slow pay? 

Mr. Symincton: No, I can give a list. They are nearly all government. 
Post. Office Department, $290,000; Department of Munitions and Supply, 
$160,000; Department of Transport, $12,000; Department of National Defence, 
$31,000; Canadian Pacific Airlines, $40,000; British Overseas Airways, $161,000. 

Hon. Mr. Hanson: Are they prompt payers? 

Mr. Symineton: Yes, I think we have no complaint. 

Hon. Mr. Hanson: I have heard some complaints but I think it is the 
magnitude of the work. 

Mr. Harris: It is not very prompt payment if you have oustanding over 
60 days close to $1,000,000 on $6,000,000 or $7,000,000. 

Mr. Symineton: I am informed that 60 days is the usual time. 

Mr. Harris: You would not call 60 days prompt payment. 

Mr. JACKMAN: You are still a little short for working capital requirements 
or cash? 

Mr. Symineron: No, if you take current liabilities you see accounts pay- 
able, $685,000; there is $996,289 as opposed to. 

Mr. JAcKMAN: You are doing all right; you have got more than you 
require. 

Mr. SymIncTon: Yes. 

Hon. Mr. Hanson: I think you are very lucky. 

Mr. JACKMAN: Just noticing the accounts payable, $685,000, I suppose 


there is no advantage in using cash to pay those immediately? There are no 
discounts in your business? 


Mr. Symineton: No, and they are fairly current. They are sundry gas 
and oil accounts, $106,000; Boeing Aircraft $89,947; that was in connection 
with the new engine conversion; Receiver General of Canada, $51,000; Imperial 
Oil Limited, $46,000; British American Oil Limited, $33,000; Shell Oil, $23,000; 
Canadian transportation tax, $23,000, and so on. 

Mr. JAcKMAN: How much is that for the Receiver General? 

Mr. Symincton: The Receiver General of Canada, $51,308.51. 

Mr. JACKMAN: Is that on unemployment insurance, and things like that? 
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Mr. Symineton: Unemployment insurance, ete. 

Mr. JAcKMAN: You do not have any trade discount, I suppose, in this 
business? 

Mr. Symincton: No. 

Hon. Mr. Hanson: Unemployment Insurance do not give you any discounts 
for cash. | 

The CuHairMaANn: All right, go ahead. 

Mr. SyMINGTON: 


Investment in Affiliated Companies.. .. .. .. ..$ 2,250.00 
Prepayments—Insurance:. 20.070. 0. fos oe... 88,957 64 


Mr. JACKMAN: Is that self-insurance or an outside cunpany f 
Mr. Symincton: That is outside insurance. 
CaPITAL ASSETS: 


Property and Equipment.. .. .. ..$ 5,883,683.48 
Less Accrued Depreciation.. .. .. .. 1,504,189.83 $4,379,493 .65 


$7,365,765 .70 


Mr. Lockuart: Mr. Chairman, can we have a slight breakdown on the 
depreciation? 

Mr. SymMIncTon: Yes. 

Mr. Lockuart: Just a brief summary of the type of depreciation you 
have carried on. 

Mr. Symineton: Yes. Aircraft, $461,118.28; that consists of a 4-year life 
on the regular planes and 3-year life on the converted planes with the new 
engines, and the total of that, as of December 31, 1942, is $461,118.28. Pro- 
pellers and hubs, $160,970; that is 7,000 hours in use. Aircraft engines; the 
Hornets are now completely depreciated and on the twin Wasps we have raised 
that depreciation to 6,000 hours service as opposed to 4,000 for the old Hornets, 
and the amount is $269,724.18. Aircraft Communications Department, 33 sets 
of Bendix with spares and a unit 5-year life, $140,664.94. Miscellaneous flying 
equipment, 5-year, $3,151.71. Ground communication equipment, 5-year life, 
$221,374.19. Hangar equipment, 10 years, $23,246.53. 

Mr. Locxuart: Are buildings based on a 10-year depreciation? 

Mr. SymincTon: That is equipment. We come to the buildings later on. 
Shop equipment, 10 years, $62,201.74. Motor vehicles and equipment, heavy 
ten, light five years, $47,506.69; Fuel storage and equipment, 10 years, $1,793.10. 
Furniture and fixtures, 20 years, $11,000. Airport Lighting equipment, 20 years, 
$88.19. Miscellaneous ground equipment, 10 years, $13,510. Buildings and 
other improvements, 3 per cent, $87,021. That makes a total of $1,504,189.83. 

Mr. Donnetty: You have some insurance in outside companies that you 
do not carry yourself? 

Mr. Syminetron: Some of the policies are expiring May 1. We now insure 
everything in our own self-insurance except, as I explained, large hangars 
where there may be five or six airplanes in them, and a fire risk there might 
be a very heavy loss. Our premiums on that are $33,000 for the three years, 
or $11,000 a year. 

Mr. JAcKMAN: Perhaps while we are discussing insurance, Mr. Symington, 
you have a reserve on the other side for self-insurance of $403, 161.60. What is 
the contra item against that on the asset side? You have not got a fund set 
up for it, have you? 

Mr. Sretdon No. At the moment it is in cash but as I explained we 
are taking it out and putting it in a special account made necessary by the 
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fact we insure passengers who buy tickets from other lines, and we have got 
to protect them and have got to satisfy them. 


Mr, JackMAN: You are going to segregate part of the assets as a special 
fund? | 


Mr. Symincton: Yes. 


Mr. Jackman: And you are going to put the money only in government 
or government-guaranteed bonds? 


Mr. SYMINGTON: Quite right. 


LIABILITIES 
Current. Liabilities: 
Accounts.’ Payaolenk seen, > .... $685,459 41 
Trafic” Balances (Payable... 47,193 13 
malaries' and) Wares eno ae wre Shon ho 99,931 46 


Other). Dinbiities mia ese ce. . Lie .. 7163;705 13 
—_——_——— $996,289 13 
Mr. Parent: What period of time does the $99,931 cover in current lia- 
bilities, salaries and wages? Would that be 2 weeks or a month? 
Mr. Symrneton: Approximately 2 weeks. 
Hon. Mr. Hanson: What are your other liabilities? 
Mr. Symineton: Pension accrual, $100,000; accrual for refund on tickets 


sold on air travel cards, $23,198; tax accrual, $20,000; revenue suspense, $14,449; 
miscellaneous, $6,000. That pension accrual of $100,000 is the main item there. 


Reserves: 
Delty Insurancee soem iewe coals). $403,161 60 
C) DOTS LIT OT vi Naina agen coment, 29,700 00 
—_—_—_—— $432,861 60 
Capital Stock: 
Common Stock Subscribed—par 
VOLIC Hac Se SiN cee me $9,000,000 00 
Less Unealled Subscriptions to 
COMMON SLOG / tigi wie ae 400,000 00 
—_—_—_—_—— $4,600,000 00 
Surplus: 
Balance at Ist January, 1942... $ 841,699 94 
Surplus for year 1942.......... 494,915 03 


— $1,336,614 97 
$7,365,765 70 


The copy of the certificate of the auditors that I have before me reads: — 


| We have examined the books and records of the Trans-Canada Air 
Lines for the year ended the 31st December, 1942, and we certify that, in 
our opinion, the above Balance Sheet is properly drawn up so as to exhibit 
a true and correct view of the affairs of the Air Lines as at the 31st 
December, 1942, and that the relative Income Account for the year 
ended the 3lst December, 1942, is correctly stated. 
16th March, 1943. 


GEORGE A. TOUCHE & CO., 
Chartered Accountants. 
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Hon, Mr. Hanson: May I ask Mr. Matthews to tell the committee, if he 
will, the character of the audit you carry on? 

Mr. Marruews: We indicate that in our report to parliament. 

Hon. Mr. Hanson: I have not had a chance to read it. 

The CuarrMan: If we are going to interrogate Mr. Matthews we will have 
to have him come up where the stenographer can catch it. 

Hon. Mr. Hanson: As long as it is going to be done some time; the point 
is if you pass it now, you may forget it. 

The CHAIRMAN: The stenographer cannot hear you down there. He com- 
plained quite bitterly yesterday at not being able to get the testimony. 

Mr. Matruews: In our report to parliament it covers the National System, 
Securities Trust, Trans-Canada Airlines and the West Indies Steamships. In 
regard to Trans-Canada Airlines this is what we report:— 


The Trans-Canada Air Lines have not been included as a constituent 
unit of the National system although 100 per cent stock ownership of 
the Air Lines is vested in the Canadian National Railway Company. A 
separate Balance Sheet and Income Account have been certified by us 
at the 3lst December, 1942. 

The Insurance Reserve, covering the aircraft against flying risks 
together with employers’ liability, is not specifically invested, the relative 
funds being included in the general working capital of the Air Lines. 

The surplus for the year 1942, as shown by the Income Account of 
the Air Lines, is after making provision for:— 

(a) Estimated amount of retroactive contributions to be made by the 
company under the 1943 Pension plan; 

(b) Interest at 5 per cent on the Capital Investment in accordance with 
with the Trans-Canada Contract, and 

(c) Depreciation on Capital Assets at rates similar to those used by other 
major air line companies in North America, in accordance with the 

Trans-Canada Contract. 

In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that the Properties and Equip- 
ment have been maintained in a proper state of repair and in an efficient 
operating condition during the year 1942. 

Hon. Mr. Hanson: I want to know just what kind of an audit is made; 

is it a test audit, a check audit or balance sheet audit? 

Mr. Matruews: Here is what we said:— 

The test audit which we have made for the year 1942 is similar in scope 
to that of the National System and may be outlined briefly as follows: 
(a) Examination of major expenditure authorities, embracing mainly the 

recorded Resolutions of the Directors, Corporate By-laws, Acts of 

Parliament and Orders in Council; 

(6) Audit tests covering a cross-section of the major expenditures so 
authorized; 

(c) Examination into the adequacy of the internal audit control in 
general as exercised by the accounting staff of the company covering 
Cash Receipts and Expenditures, Material Stores, Accounts Receiv- 
able, etc., and 

(d) Audit and certification of the Balance Sheet and Income Account for 
presentation to Parliament. 


In the report on the national system we go into that in greater detail. 


Hon. Mr. Hanson: That is fine. The check is at most an internal audit 
just to make up the balance sheet. 


‘Mr. MatrHews: That is right, yes. 
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Hon. Mr. Hanson: You yourself do not have a staff in there continuously? 

Mr. Marruews: Oh, yes; in the National railways we have a staff all 
the year round, in the Trans-Canada Air Lines just at intervals during the 
year. 

Hon. Mr. Hanson: That is fine. 

Mr. Jackman: May I ask you this question before you leave, Mr. 
Matthews: Under (a) of the subparagraph above the words you just read, you 
say: 

(a) Estimated amount of retroactive contributions to be made by the 

Company under the 1943 Pension Plan ... . 


How much was that and did it come out of the operating surplus for the year, 
charged as operating expenses for the year? ; 

Mr. MatrHews: That is what we tell you here, yes, $100,000. 

Mr. Jackman: Although it refers to the previous years you did so well in 
1942 that you decided to charge it all against— 

Mr. Matruews: Mr. Chairman, in relation to the income account for the 
year as a whole we considered that against the depreciation credit we dis- 
cussed yesterday. The depreciation credit arose, as we explained yesterday, 
out of the depreciation rates in the prior years being higher than the final 
experience turned out to be and as a matter of fact there is no option in that ~ 
regard because Trans-Canada contract so prescribes that; the net result is 
affected very little by both items. 


Mr. JAcKMAN: In other words, what you mean is, the depreciated assets 
were pretty well taken up by making it enough to put the pension plan on a sound 
basis. 


Mr. Marruews: That js right; the two amounts are pretty close so that 
the net result is not affected by either of the two items. 

The CHAIRMAN: Is there anything further? 

Mr. JAckKMAN: Under that item of reserve in liabilities, what is the 
a reserve of $29,700? 

r. SymMineton: That was for deferred maintenance. We were half-way 

through renewing the seats in our planes at the end of the year and we were 
allowed to carry over deferred maintenance reserve $23,000. 


The CHAIRMAN: We are now on page 12. 
Mr. SyMINGTON: 


INCOME ACCOUNT 


Gross Revenue: Year 1942 Year 1941 
Passengers Le pring icin ye $3,065,452.96 $2,348,428 .46 
Va We ae Pa ee MRD Ree ae as 3,211,921 .74 3,058,120 .95 
EXPOS RWC eR Ne eee 173,020.25 78,811.56 


_ Mr. Harris: Mr. Chairman, I wonder if this would be the opportune 
time to give us the rates for the years 1942 and 1941 relating to mail? 


Mr. Symineton: Yes, sir; the rate for 1942 was 45-57 cents; the rate 
for 1943, 42-08, fiscal year. | 


Mr. JaAcKMAN: For 1941? 

Mr. SYMINGTON: 48-16. 

Hon. Mr. Hanson: 1942 was what? 
Mr. SyMinetTon: 45-57. 

Hon. Mr. Hanson: 1943? 
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Mr. SyYMINGTON: 42:08. Now, continuing with the income account: 


EX PPESs 01 MORN ew ten comes Ui $173,020 25 $78,811 56 
Pixeess | Bagvageuy Wynn, 29,460 29 18,341 12 


Mr. Donnetty: What proportion of express would you say was due to 
military operations? 

Mr. Symineton:. Well, I do not think we can exactly say. What we gave 
you yesterday was what had been given priority, the pounds in express which 
amounted, if I remember correctly, to 11,000 pounds. That was priority express 
for war purposes. 


Mr. LockHart: Has there been a reduction in the express rate in the same 
proportion as in the mail rate? 

Mr. Symineton: No, sir. 

Mr. LockHart: No change at all? 

Mr. Symineton: No change at all. Continuing with the statement: 


Texoess, Barrage wis Cue le $ 29,460.29 $ 18,341.12 
Incidental Services yi es 857,463.36 304,091.94 


Hon. Mr. Hanson: That is a large item; is that principally war work? 

Mr. Symineron: It is war work, repairs. 

Mr. Hanson (Skeena): How many pounds is each passenger allowed to 
take? 

Mr. Symincron: Forty pounds; over that is excess. 

Hon. Mr. Hanson: Do you put any limit on the weight of passengers? 

Mr. Symineton: No, neither do we charge double fare, but we have to ask 
the weight to know the total weight of the ship. 

Mr. DonneLLy: What about children, is it the same as on the trains? 

Mr. Symineton: We have half fare for children. 

Mr. DonnELLY: At what age do they travel for half fare? 

Mr. Symincton: Twelve and under. 

Mr. Donnetiy: All the way down? 

Mr. Symincton: Yes. 

Mr. Emmerson: What about babes in arms? 

Mr. Syminaton: They go free; infants in arms not occuping a seat go free. 


RPGR A ENT Dr SS lar ee Re UR a UU NE ee ER A $ 7,337,318.60 $5,807,794.03 
Operating Expenses: 1942 1941 
Aircraft: 
Operation and 
Maintenance’ .....0.0... $ 3,412,048.39 $3,011,315.13 
WEHrecia on Cy uae Salou: 505,763.74 567,953.87 $3,917,812.13 $3,579,269.00 


Mr. Harris: Mr. Chairman, I wonder at this stage if we could have a little 
information on this figure that has been broken down. I think the members 
of the committee have a copy of the breakdown. 

The CHAIRMAN: Will you allow the witness to read it through and then 
come back to it after? 

Hon. Mr. Hanson: It seems a waste of time to ask Mr. Symington to read 
all these figures when we have them before us. He wants to get through and 
we want to help him. 

The CuHarrman: As a matter of fact it has proved a most satisfactory 
practice in the past. 
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Hon. Mr. Hanson: It is just to help lazy men who do not read these things. 

Mr. Symincton: May I suggest that these figures go in the record in their 
entirety? 

The Cuairman: It is desirable that these figures go into the record. If 
the committee have no objection we will A them read so as to put them in 
the record. 

Hon. Mr. Hanson: I have no objection. 

The CHAIRMAN: Go ahead. 

Mr. SYMINGTON: 

Ground Facilities: 

Operation and: 


Maintenance <... eee. 1,397,072 .81 1,029,651.13 

Depreciation! avi steak 133,893.37 140,571.12 . 1,530,966.18 = 1,170,222.25 
Incidental’. Services 2 ig. ete anak an eeeht gk uo eae mae tare PA 599,512.32 155,488.20 
Trafhe and General Acministrationem, 5. gramme. «oie 545,517.88 394,260.97 
LAX AAO CTUALS lithe ge a peer ao cr ete tetas etc ce Se Oa Re aca ech at 34,590.81 6,895.58 
Pixchangey | GUC. 2.2 Sheena nett. Seaman cc. ae umm nes 13,270.25 11,721.24 
Interest on; Capitalet Invested smelt) au te aud) © Benes 200,734.00 187,500.00 

Trot) | ay Beare aa coe eee eR aC cer ett Se $ 6,842,403.57 $5,505,357 .24 

Surplus) Ge Coenen AES ALO GLAD eRe MR SCORN $ 494,915.08 $ 302,436.79 


Mr. Harris: I should like to revert now to the breakdown and I should 
like to ask this question of Mr. Symington. Mr. Symington, you have in front 
of you No. 611, aircraft repairs increased 60 per cent. 

Mr. Symineton: Yes, sir. Well, now, first may I explain to the com- 
mittee those classifications. The numbers you see are classifications of accounts 
for air carriers operating under the jurisdiction of the Board of Transport Com- 
missioners for Canada, and all these items and the breakdown of them are 
what are set up by the Board of Transport Commissioners for all air lines. 
You ask me for 611. 

Mr. Harris: Only as a matter of quick reference. On page 5 of your 
financial statement. In order to expedite the matter I drop right down to 
No. 611. 

Mr. Symrneton: 611. 

Mr. Harris: Yes, just as an example. 

Mr. Symineton: I can give you that, sir. That was the engine substi- 
tution job. I can give you those figures if you want them, Mr. Harris. 

Mr. Harris: Aircraft engines, that would be extra service, 20 per cent. 

Mr. SyMIncTon: Yes. 

Hon. Mr. Hanson: From whom do you buy your gasoline? 

Mr. Syminecron: All of the oil companies. 

Hon. Mr. Hanson: How do you distribute it? 

Mr. Symineron: Well, we take ease of delivery; we sit down and divide 
the field; the price is the same. 

Hon. Mr. Hanson: I have no doubt the price is the same, but which 
company gets the major part of this, McColl-Frontenac? 

Mr. Symrneton: No, I think the Imperial Oil Company are the largest, 
are they not? : 

Hon. Mr. Hanson: What is the breakdown between the big companies, 
how much from Imperial and how much from McColl-Frontenac? 
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Mr. Symineron: Without going into decimals, Mr. Hanson, it is about 
40 per cent Imperial, 25 per cent British American, 20 per cent McColl- 
Frontenac, and 15 per cent Shell. 

Mr. JACKMAN: That applies to gasoline and oil? 

Mr. Syminecton: No. 

Mr. JAcKMAN: Just gas? 

Mr. SyMINcToN: Just gas. 

Mr. Lockuart: Was there a comparative breakdown between 1941 and 
1942? I have 1942 here. 

Mr. Symineton: There is a comparative breakdown which I sent to Mr. 
Harris as he had raised it yesterday, and I just cut it out of my book. Who- 
ever had these reports typewritten for you last night apparently only took 
the 1942 list. Mr. Harris, I imagine, is the only one who has the comparison; 
I sent it over to him myself; I cut it out of the other book. 

Mr. Harris: It is pretty difficult far the members of the committee to 
follow it unless they have a prepared statement. 

Mr. Symineton: I quite realize that, and I was very much surprised 
when I saw this here this morning. But I think if there is any doubt, or if any- 
body asks for an item, I will give the comparative figure the same as you have 
it. 

Mr. Harris: I will be as brief as I can, if I may, Mr. Chairman, and run 
over a few of these items. Depreciation on item 626 is only 25 per cent of 
what it was last year. I imagine it is the new set-up of the capital structure 
on depreciation. That is item 626 on aircraft engines. 

Mr. Symineton: Aircraft engine depreciation, credit for $100,000 in that 
account from salvage of the engines we sold. 

Mr. Harris: Coming down to item 632, airport and hangar employees, 
there is an increase there of 50 per cent. That seems abnormal. There is an 
increase from $214,000 last year to $326,000 this year. 

Mr. Symineron: The information given to me is that our increased ser- 
Miss and employment, plus the largest part of the cost-of-living bonus is in 
there. 

Mr. Lockuartr: Is there any increase in the salaries and wages? 

Mr. Symineron: No, no increase. There is an increase of staff, though. 

Hon. Mr. Hanson: What is the percentage? 

Mr. Symineton: Of staff? 

Hon. Mr. Hanson: Yes, in numbers. 

Mr. Symineron: I will give you that. 

Hon. Mr. Hanson: There is a 50 per cent increase in the amount of 
money paid. What is the increase in staff on the percentage basis? 

Mr. Symineton: 1,208 to 1,662. That is the total staff. 

Mr. Harris: Item 636, travelling and office expenses, moved up 20 per 
cent, from $151,000 to $182,000. 

Mr. Syminaton: Yes. The main item in that is $100,000 for teletype. We 
have completed the teletyping of the whole system, and the increase or rather 
the amount in there for teletype for 1942 is $100,000. 

Mr. Harris: Is that item 636? 

Mr. SyMINcTON: — Yes. 


Mr. Harris: That is all charged as expense. It was not capitalized in your 
office? » 
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Mr. Symineton: No. That is an expense, an operation expense. It is a 
rental charge on the teletype machines and teletype services. We pay out 
$100,000. 

Hon. Mr. Hanson: Do you buy them or rent them? 

Mr. Symincton: No. We do not buy them. 

Hon. Mr. Hanson: You rent them. 

Mr. JAcKMAN: You pay $100,000 a year for rental? 

Mr. Symincton: $100,000 for the services. 

Mr. Harris: What are the services for 1941? 

Mr. Symincton: We pay that to the telegraph company for the channels 
in their lines to give us the teletype service; some to the C.N. and some to 
the C.P. 

Mr. Harris: In 1941 you also had teletypes? 

Mr. Symineton: $60,000. | 

Mr. Harris: That is to say, it moved up from $60,000 to $100,000; and 
that accounts for the $40,000 increase in your office expenses. 


Mr. Symincton: For travelling and office expenses—the office expenses 
portion of it. The other is, I think, commensurate with the increased staff and 
the increased travelling by reason of the increased business. 


Mr. Harris: What portion of that is travelling expenses? 

Mr. Syminoton: 15 per cent. 

Mr. Harris: Coming to item 649, repairs are trebled, from $13,000 to 
$34,000. Is that for any particular building? 

Mr. Symrinaton: Those were alterations in partitions and work rooms in 
our shop in Winnipeg. 

Mr. Harris: The next item is 650, which moved up from $34,000 to $85,000. 
That is shop expenses—indirect labour and material. Would that be outside 
contracts with somebody? . 


Mr. Symineton: That is the way they are charged with respect to increased 
government work. Direct wages are charged in directly, but superintendence, 
overhead and so on are charged in in that item. 


Hon. Mr. Hanson: What do you mean by indirect labour? 


Mr. Symineton: Indirect labour is superintendence, overhead and so on— 
janitors, cleaners and all that sort of thing. 


Hon, Mr. Hanson: Oh, yes. 


Mr. Symincton: We furnish the department with the direct labour, the 
man actually making the machine. 


Mr. Harris: Store expenses, $30,000 to $48,000. 


Mr. Symincton: About the same reason; stores for the new plants for the 
government. 


Mr. Harris: Express expenses doubled, from $21,000 to $47,000. 

Mr. Symineton: The business, of course, doubled. 

Mr. Harris: What is the maintenance reserve of $6,500? 

Mr. Symincton: The maintenance reserve was some painting—signs and 
so on—that was in the course of completion at the end of the year. 

_Hon. Mr. Hanson: What is the rate of depreciation applied to the ground 

facilities? 

Mr. Symineton: What item is that? 

Mr. Donneuiy: Item 660. 


Mr. Harris: Item 660, from $140,000 to $133,000. 


RAILWAYS AND SHIPPING 89 


Hon. Mr. Hanson: What is the rate? 

Mr. Symincton: I read all that when I was giving the appreciation. 
Hon. Mr. Hanson: But I cannot remember that. 

Mr. Symincton: Do you want me to read it again? 

Hon. Mr. Hanson: No, I do not. But we have not got the evidence. 

Mr. Symincton: I quite agree. It is shop equipment, motor vehicles and 
equipment, fuel storage and equipment, furniture and fixtures. 

Hon. Mr. Hanson: I know what it is. What I want is the percentage. 

Mr. JAcKMAN: The percentage on ground equipment. 

Mr. Symincton: From five years to tweny years and 3 per cent on buildings. 

Mr. Harris: Incidental services, item 676. There we have an item of 
$486,293.87. Last year it was $76,000. 

Mr. Symineton: That is the direct labour on the war work. 

Hon. Mr. Hanson: Sales mean service really, does it not? 

Mr. Syminetron: Yes. That is sales. 

Mr. Harris: Salaries and wages again are up from $100,000 to $125,000. 
The other item I should like to inquire about is pensions and welfare, item 696, 
$100,000. 

Hon. Mr. Hanson: The contribution. 

Mr. Symineton: That is the new pension fund. 


Mr. Harris: You also have set up in your balance sheet “other liabilities, 
$163,705.13.” Of that, $100,000 is also the same fund, is it not? Do I under- 
stand your total contribution is $200,000? 

Mr. Symineton: No. $100,000. 


Mr. Harris: How do you relate this $100,000 to that which is on the bal- 
ance sheet? 

Mr. Symineton: The balance sheet carries the accrual and the expense 
account carries the cost. 

Mr. Harris: I understood you to say when we were going over the balance 
sheet that the $100,000 of this $163,000 was the pension fund, or the lability for 
the pension fund. Is that right? 

Mr. Symineton: That is the credit, and this one is the debit. Of the 
$163,000, only $100,000 was pension. 

Mr. Harris: You mean $100,000 was pension? 

Mr. SyMIncTON: Yes. 

Mr. Harris: What is going to be the cost for 1948? What is your estimate? 
Mr. Symineton: About $8,000 a month; 24 to 3 per cent of the payroll. 
Mr. Harris: I just want to make one observation, Mr. Chairman. The 
balance sheet as a balance sheet, in my opinion, is quite sound, and set-up for 
operating revenue and expenses is quite sound. Of course, the reason is that 
they have access to business which is not very hard to obtain, particularly during 
a time of war. But what I am thinking about is what is going to transpire in 
the post-war period. They may be busy for one or two years, but at the rate 
at which the expenses are accelerating year by year, I think a note of warning 
ought to be left with the management not to run wild. That is to say, if it 
cost you $5,300,000 last year, this year $6,600,000 and next year another increase 
and so on, we may find ourselves with a costly unit here which will not have 
enough revenue to pay for the cost. 

Hon. Mr. Hanson: We always have the treasury to fall back on. Any 
government organization always realizes that they have the best banker in the 
country. 
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Mr. Symrinaton: I hope you do not think that of this company, Mr. Hanson. 
Hon. Mr. Hanson: I think that of all government companies. 

Mr. SymMiIncToN: I see. : 

Hon. Mr. Hanson: They always lean on the treasury. 

Mr. JAckMAN: When needed. 

Hon. Mr. Hanson: Yes, when needed. 

Mr. Symineron: We think we are helping the treasury. 

Mr. JACKMAN: Does the Board of Transport Commissioners set the rates 
of depreciation for the air lines? 

Mr. Symineton: No. 


Mr. JAcCKMAN: You do not have any income tax authorities to discuss it 
with. It is simply between the operating management as to depreciation? 


Mr. Symineton: And the post office. 
Mr. JAcKMAN: And the post office? 


Mr. Symineton: And the auditor general, in fixing the air mail rates; 
because, of course, it makes a great difference. 


Hon. Mr. Hanson: The auditor general is bound by statute, and so are all 
the officials. That is the governing factor. 

Mr. Symineron: The treasury officials, whoever looks after it. The post 
office are the ones particularly interested, of course. 


Hon. Mr. Hanson: Quite. 


Mr. JAcKMAN: I suppose the Board of Transport Commissioners do set the 
rate for the airways in Canada and the depreciation which shall be charged. 


Mr. Cooprr: No. 

Mr. JAcKMAN: They have nothing to do with it? 

Mr. Cooprr: No. 

Hon. Mr. Hanson: That is a standard system of railway accounting? 


Mr. Symineton: Yes. We are not doing anything different from anybody. 
else. 


Hon. Mr. Hanson: Are you trying to follow a standard system of airline 
company accounting? 


Mr. Symineron: Yes. 
Hon. Mr. Hanson: Or are you setting up your own system? 


Mr. Symineton: No. When I say that, I should say that we have perhaps 
in some instances made what we would consider an improvement in accounting 
methods, from the study of the American airline accounting; but by and large 
it is all the same system used. 


Hon. Mr. Hanson: Generally speaking. 
Mr. Symineton: Generally speaking, yes. 


Mr. Harris: As a matter of fact, it is your own system. This system is not 
in accord with the Interstate: Commerce Commission. 


Mr. Symineton: Practically the same, yes. We sent our people down 
there. They went into it with the Civil Aeronautics Association. 


Mr. Harris: Yes. But you are not governed by them? 


Mr. Symincton: No. We are not governed by them. We are not com- 
pelled, but we do without compulsion. 


Hon. Mr. Hanson: You use your own discretion afterwards. 

Mr. Symincton: Yes. We think we made some improvements and so did 
the Board of Transport Commissioners think we made some improvements. 

Hon. Mr. Hanson: That is to say, you have set up more depreciation 
than is demanded by the Interstate Commerce Commission? 
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Mr. Symineton: I would not say that is so. 


Mr. Coorrr: No. The Interstate Commerce Commission has no jurisdic- 
tion. 


Mr. Harris: They have over the railways, of course. 
Mr. Coorgr: Over the railways, yes. : 
Mr. Harris: Quite. 


Mr. Cooper: With respect to depreciation on air lines, we asked the various 
air transport corporations of the United States what their percentages were. 

Mr. Harris: And then used your own discretion? 

Mr. Cooper: Then we discussed it with the management and agreed on 
rates that should be charged in our accounts. 

Mr. Harris: You are really not bound by any other unit at all. You 
have set up a depreciation which, in my opinion, is quite sound. If the Cana- 
dian National Railways and the other railways had done the same thing thirty 
or forty years ago, we would be in much better shape now. If you keep up 
this practice, you are still going to be sound twenty years hence. 

Mr. JackmMAN: The point is that you are not governed by anybody, the 
Board of Transport Commissioners, the Interstate Commerce Commission or 
anybody else; therefore, you use your own judgment after studying what other 
units have been doing. 

Mr. Cooper: That is quite correct. 

Hon. Mr. Hanson: May I aes go back to the mail contract with the 
Post Office Department. 

Mr. Symincton: They, of course, could object to our rate of depreciation, 
as it enters into the mail rate. 

Hon. Mr. Hanson: They have offered objection. 

Mr. Symineton: They have not objected to our depreciation but we do 
have quite strenuous discussions regarding costs. They have fined us $10, $50 
or so on once in a while for mishandlings—what I mean to say is they go into 
costs thoroughly for the purpose of deciding whether we are doing it in the 
right way. 

Hon. Mr. Hanson: I hope you don’t let yourselves get into a fix like the 
one the Wartime Prices and Trade Board did, they had to pay out $50,000 legal 
fees to get in $125,000 in fines. 

Mr. Harris: I would like to complete my observation by saying that the 
rate is still too high. 

Mr. Symineton: Well, I studied that as much as I could, Mr. Harris, and 
checking up the various American air line expenditures I find that generally 
speaking when 50 per cent of their revenues come from mail they about break 
even. Below that they made money; that seems to be about our experience. 
Over there their passenger business is relatively much greater than ours because 
they have different planes; and, they do not have the long Jumps to make. 
We could not fly their planes in this country—and they naturally carry a 
much greater percentage of passenger traffic than we do. 

Mr. Harris: You were speaking of gross revenue and an average rate; 
I was thinking about the rate of 19 cents in vogue over there as against the 
42-cent rate—that is quite a difference. I understand all the difficulties but 
I just wanted to point that out as a fact. 

Mr. Symineton: We went into that—and there is nothing there, they 
only carry a load of 300 pounds where we have to carry 1200 pounds. 

Hon. Mr. Hanson: The two positions are not quite comparable and any- 
way it all gets down to the cost of carrying mail. 
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Mr. Symincron: All I can say is that we are trying to operate as well as 
we can. As you know, we are not working for ourselves. It does not do us 
any good at all; the only purpose served is the reduction in the mail rate. 

Hon. Mr. Hanson: You have the power behind you— 

Mr. Symineton: It is that kind of a company. We have the security but 
we have not got the profit. 

Mr. Jackman: How much do you calculate you make on the money 
your company is using by way of capital—some $200,000 odd; would that 
amount to 5 per cent on the capital invested? 

Mr. Symincton: We made $700,000 and something, do you see. 

Mr. JAckMAN: 1 presume that $494,000 would be 174 per cent of the 
money invested. 

Mr. Syminetron: I should think that would be about right. 

Hon. Mr. Hanson: And that is after all write-offs. 

Mr. JACKMAN: I suppose you appreciate the advantage this company has 
in comparison with the position of an ordinary private company which would 
have to pay anything over a fixed amount in the form of excess profit taxes. 

Mr. Symineton: I do not see any difference in it; frankly, it all works out 
to the same thing. I do not see that it makes any difference how the money 
that comes out of these services, whether the excess earings go back to the 
government through the Post Office Department or through the Department 
of National Revenue. 

Mr. JACKMAN: I just wanted-there to throw a complete and fair hight on 
the amazing success that this company has had as compared with private com- 
panies. A private company which carried on the same business would find that 
it has to take its standard earnings for the 1936-39 period—or, if that were 
held to be unethical, if they were a new industry, they might be allowed 5 per 
cent on their capital. You have apparently been allowed to earn 173 per cent 
or so on your capital. That is an advantage which an ordinary company does 
not enjoy. 

Mr. Symineton: They would be allowed to earn 174 per cent just the same, 
but they would have to pay it back in the form of excess profit tax, whereas 
we pay it direct to the government. : 

Hon. Mr. Hanson: Do you pay it all back, or is it reflected in a reduction 
in the mail contract? 

Mr. Symineton: It is reflected about 50 per cent in the reduction in the 
mail contract; and as to the balance, in the balance sheet which you have before 
you, but it is still government money. We cannot get any more money or make 
any more money—if we were to make 100 per cent it would all go back in the 
same way, the Canadian National Railways could not make any more out of it, 
it all goes to the government. 

Mr. Jackman: We appreciate that, but you get a great deal of kudos from 
the press for building up this company and showing the tremendous success of 
public ownership. What I want to point out is that you do not labour under 
the same conditions as does a private company, and, therefore, there is no fair 
basis of comparison. 

Mr. Symineton: I am not doing any comparing at all, I am just giving 
you the figures and the facts. 

Mr. JAcKMAN: It is obvious that you have done very well; only at the 
expense of the rest of the taxpayers having to pay for all these other services— 


the history has been the same with hydro in Ontario and other public-owned 
utilities. 
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The CuHarrman: Might I ask members of the committee whether they wish 
to have the balance of this report taken as read, without any further discussion; 
or if they wish Mr. Symington to run through these latter pages. 

Mr. Symineton: I might say, Mr. Chairman, that this being a five-year 
period, these are only for information; we added them in just for the information 
of the committee. 

Mr. JAcKMAN: Might I ask that next year we have the operating expense 
break-down as it has been provided supplied in tabulated form and incorporated 
in the report? 

Mr. Symineton: We will have it submitted in the report next year. 

Hon. Mr. Hanson: Interest on capital investment; that is the item to which 
I referred the other day—that is hardly a correct description; there is nothing 
in there in the nature of capital stock. Could that not be clarified by using 
another description, payable under statutes? 

Mr. Symineton: I read the statute; but, of course, these accounts are not 
prepared by me. 

Hon. Mr. Hanson: No, I appreciate that. 

Mr. Symineaton: The statute calls for that, that is the reason we put it in 
that way. As I say, it is the only account I know of where interest on invest- 
ment, the investment being in stock, is made an operating expense, so that there 
never can be a dividend in this company at all by any chance. 

Hon. Mr. Hanson: The net earnings would all be reflected in reductions in 
the mail rate, that is the theory on which you are operating. 

Mr. SyminctTon: Yes, that is the theory we find in the statutes. 

Hon. Mr. Hanson: Suppose that goes up, you would be accumulating a 
huge surplus. 

Mr. Syminaton: Oh, no; because, you see, you might have a capital surplus 
account only in the thousands and then you would have to have more planes. My 
fear is that we are not being given a good enough run for our money, that 
we will have to come back to meet the plane situation with government money. 

Hon. Mr. Hanson: That is further capital expenditure? 

Mr. Symineton: Yes. Under the present set-up we cannot do that. 

Hon. Mr. Hanson: But private enterprise does have a capital set-up. 

Mr. SYMINGTON: 

STATISTICAL DATA 


Route mileage operated’ ene a oe. oo os 4,857 4,024 
Plane, miles; flown—sreventie..2 8.8. ae 71 (2,130 6,384,651 
Maisrevenue milesutOwn. pater. soo SP ees 7,085,923 6,243,806 
Plane miles flown—non revenue ............. 516,772 890,164 
Revenue passengers carried ..............00.. 104,446 85,154 
Percentage of passenger occupancy .......... 74 67 
Average passenger journey—miles ........... 551 520 
Atrmall carmied=——pounds-v.. gavean ee. ce ee a 2,308,812 1,389,614 
Express carried—pounds fv... 2M aes oes Rs 362,837 173,192 
Excess baggage carried—pounds ............. 175,158 112,924 


Since the inception of operations the company has flown a total of 22,235,865 
plane miles in revenue service and a total of 143,526,358 passenger miles. 


CANADA’S NATIONAL AIR SERVICE 


Five Years of Development 


Trans-Canada Air Lines grew out of the need for a swift, modern system 
of transportation between communities scattered across an area of more-than 


three thousand miles, out of a vision of a more closely integrated nation and a 
76957—24 
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nation playing an increasingly important part in the affairs of the world. 
Searcely had T.C.A. begun transcontinental operations than Canada entered 
the war and the air line assumed a new additional importance. 

Incorporated by Act of Parliament in the spring of 1937, Canada’s national 
air service was designed to operate over an airway—airports, fields, radio range 
system, meteorological service—which was being built up by or with the assistance 
of the Dominion Government. Under the provisions of the legislation, the 
Canadian National Railways holds the capital stock of the Company and 
provides many essential services. 

For the efficient operation of its lines Trans-Canada has created at 
Winnipeg one of the most complete aircraft engineering and maintenance shops 
on the continent, has developed a dispatch and communications system 
especially suited to this swift form of transport, a passenger service system 
to provide for the comfort and well-being of its patrons, traffic offices in the 
principal centres of population, and has trained flight and other skilled per- 
sonnel in the highest standards of modern air line practice. Whereas in 1937 
the Dominion had no extended “on the beam” instrument flying, Trans- 
Canada has to-day more than 100 captains and first officers at the controls of 
its planes, all of whom have met the exacting tests which Trans-Canada has 
instituted. The training of personnel for the various branches is carried on 
continuously by T.C.A.—shop force and flight crews, radio technicians, airport 
and station staffs, traffic representatives and stewardesses, etc. Trans-Canada 
is, in great measure, a Canadian civilian university of the air. 

T.C.A. began in a small way, with a commercial operation over a route 
122. miles long between Vancouver and Seattle. This went into effect in 
September, 1937. Within the succeeding five years, the air line grew until 
its route mileage increased to 4,857 miles in 1942. 

In 1938, when the first limited mail and express service across Canada’ 
began operation, the revenue miles flown amounted to 1,122,179. On the basis 
of present operations, revenue miles flown are more than 8,250,000 per annum. 

Air mail volume was six times greater in 1942 than in 1938; air express 
was nearly fifty times greater; more than fifty times as many passengers were 
carried. 

Trans-Canada now has 24 twin-engined Lockheed aircraft with the latest 
type Pratt & Whitney Twin-row Wasp engines. 

It provides two transcontinental round trips daily between Halifax and 
Vancouver, two round trips between Moncton, Sydney and Newfoundland, 
two between Toronto and New York, two between Toronto, London and 
Windsor (with connections for Chicago), two between Lethbridge, Calgary and 
Edmonton, additional trips between Toronto, Ottawa, Montreal, Moncton 
and Halifax. 

Besides maintaining swift passenger, air mail and express service, which 
is of strategic importance to Canada in war and peace, T.C.A. is fighting on 
the home front in many other ways. 

T.C.A. ground crews overhaul and maintain the trans-oceanic transports 
operating between Canada and Great Britain and T.C.A. crews participate in 
the flights. Trans-Canada’s association with trans-Atlantic flying began with 
the first North Atlantic trial flights six years ago, T.C.A. handling the Canadian 
arrangements for Imperial Airways (now British Overseas Airways Corporation). 

In addition to engaging a considerable number of employees at Montreal 
in connection with trans-Atlantic flights, war work has brought an increase in 
T.C.A. shop forces at Winnipeg of approximately 40 per cent. Many of the 
new employees are women, replacing men who have been granted leave of 
absence to go on active service. Thousands of instruments and accessories 
are overhauled by T.C.A. for the Royal Canadian Air Force, the Royal Air 
Force, the British Overseas Airways Corporation and the Commonwealth 
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Air Training Plan; engines are overhauled and propellers reconditioned; tools 
are manufactured; annealing and other work. is being done for aircraft 
manufacturers in war industry; and T.C.A. has assisted in important experi- 
ments for the National Research Council. 

One hundred and sixty-three employees of Trans-Canada Air Lines have 
enlisted in the Navy, the Army and the Air Force, as pilots, navigators, 
observers, technicians, etc. 

The following is a brief year-by-year summary of .the developments 
during the past five years: 


1938 


When the year opened, T.C.A. had 71 employees and five Lockheed 
Electras, carrying ten passengers, pilot and co-pilot. By December, the staff 
had increased to 332 and nine Lockheed Fourteens had been added to the 
fleet . . . During 1988, the Vancouver-Seattle operation was continued, and 
air mail and express shipments were carried between Montreal, Toronto and 
Vancouver, and between Lethbridge and Edmonton . . . Hangars were com- 
pleted at Winnipeg and Lethbridge and another begun at Toronto... A 
repair base and overhaul shop was established at Winnipeg . . . Stations 
with complete radio facilities were opened. 


1939 


In February, mail and express service to Calgary was established . 
Regular air mail and express night schedules went into effect between Mont- 
real, Toronto and Vancouver in March . . . A month later, passenger service 
began on this route and between Lethbridge, Calgary and Edmonton . 

Air mail service, on a daylight schedule, was extended in November to Moncton 


. The Electras were sold . . . Six Lockheed Fourteen were acquired, 
bringing the fleet up to fifteen . . . The Toronto hangar was completed and 
another erected at Montreal . . . Work was ‘begun on a hangar at Moncton 


. Extensions to the Winnipeg hangar and shops were completed. 


1940 


Early in the year, air mail and passenger service to Moncton was in 

operation . . . Air mail and express’ were carried between Toronto, London 
and Windsor, beginning in July, and in August passenger service was estab- 
lished . . . A second daily flight went into effect on the transcontinental route 
and another daily trip was added between Toronto, Ottawa and Montreal . 
Six Lockheed Lodestars were purchased . . . The hangar at. Moncton was 
opened . . . Shop facilities at Winnipeg were expanded to provide the addi- 
tional accommodation required to take care of instrument repairs for mili- 
tary aircraft . . . Operation and traffic headquarters were transferred from 
Montreal to Winnipeg. 


1941 


Service was extended to Halifax in April and to New York, from Toronto, 
in May . . . Operation of the Vancouver-Seattle service was discontinued 
The hangar was completed at Montreal’s new airport at Dorval . 

Shops and facilities at Winnipeg and Toronto were further extended 
Maintenance and overhaul of aircraft used in the Atlantic return ferry service 
was undertaken. 

_ The Cuatrman: If there is no further discussion will someone please move 
the adoption of this report. 
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1942 


Service was extended to Sydney, N.S., and St. John’s, Newfoundland, in 
May... With the addition of six Lodestars, the fleet was increased to twenty- 
four... The Lockheed Fourteens were improved by installation of Twin-row 
Wasp engines of 1200 horsepower, replacing Hornet engines of 850 horsepower... 
New schedules brought into effect in November brought the daily mileage to. 
22,670, or 8,250,000 miles a year... T.C.A. crews participated in trans-Atlantic 
flights... The year saw the highest passenger load factor, and new records for 
volume of mail and express carried... T.C.A. undertook the operation of the . 
new engine shop erected at Winnipeg by the Department of Munitions and 
Supply for the overhaul of military equipment. 


Air Mail (in pounds) 


193826) CA SER Ee, SN SSS stan lt 367,734 
193000 0s SRE Gemeente Re cet 8 523 ,906 
LOAO ero CES 7 RR ae rem ne vay, 2A aM PR ie 927,037 
1941 ees Reinet a bigetee ket oy ne a meaner 2a 1,389,614 
1942 ir Ft ae eee ge plies <i Maya ie ancien ane 2,308,812 
Total). Aree aeons rents A Tne nN te Nga DDViGl0e 
Air Express (in pounds) 
TOSS. och cg te Oa ele Colman Ne earemete Pee Cate rie Rane tc NA 7,806 
1939 i388 Be ne en em Lees A a) 45,819 
19 AG es nel  c qeeteete GAD RD ees ain tm a sat Tem ate at, Oat 105,788 
IRE: reer eh NED A) i Ba Oe MUR re alt 173,192 
94D oy GA AUR he Re Ce ai et ae EOD oe 362,837 
fie) 2 Gane ee MI IAD Ne a ley Ret Eee ees 695,442 
Passengers 
1938 RR SR Oai ey NEN Se Eo AT Se aren Ch UTA Piet 2,086 
1939 sete Steet as ELS Nee nen ROT) ear ceed 21,569 
194.0 ace ieee EN ON 2 aa eet tir) ie Aan he dea 53,180 
1.041 Sere at oe Nace Sg oP ea a eat ay Ae ON rae 85,154 
1942 PRM ree eee lar tate, fakh epuigo-a Maa RNR On. 5. (oe, aia ae 104,446 
Ree occ tial” Ug aan 0A. O80, Ne ana 266,435 
| Revenue Miles Flown 
Uta ee AUMaa GO, eae re Nn eral at tA tags -Ue eee. (rte ele I 1,122,179 
1989 RRP 5! ly Wel CaM eter. ae 2,760,090 
1940 ere eRe ere. Mech i nee ee GL) ar a 4,770,219 
LOA T Fier acUieee em ics, <x al8 WN te ROO AE ee ae 6,384,651 
Bee ner A Oh ey I RINE SMALE CC Mk ach Sp) TAGZA80 
PM air Pagers ae Abram Mr oy MCRD TE out ne aan 22,209 269 


On motion by Hon. Mr. Hanson, seconded by Mr. McCulloch the report 
of Trans-Canada Air Lines was adopted. 

The Cuatrman: I would like to thank Mr. Symington now on behalf of 
the entire committee for his courtesy and the plain-speaking manner in which 
he has given his evidence. We now go on to Canadian National Railways. 
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We will now proceed to give consideration of the report of the Canadian 
National Railways and I will call on Mr. Vaughan. 

Mr. R. C. VaucHan, Chairman of the Board and president of the Canadian 
National Railways, called. 

Mr. VaucHAN: Mr. Chairman, if you prefer it I will read the report right 
through and then the members could ask such questions as they may wish. I 
merely suggest that as a way in which we might possibly make more progress; 
I am, of course, entirely at the disposal of the committee. 

The CHatrrMAN: What is the wishes of the committee in this respect, 
that Mr. Vaughan go right through the report and then come back to discuss it 
afterwards or, do you prefer to discuss it as we go along? 

Hon. Mr. Hanson: I think we will do better if we have informal discussion 
as we go along. I may not be here tomorrow. 

The CHarrMAN: All right. 

Mr. VAUGHAN: 

Montreau, March 16, 1943. 


The Honourable J. E. Micuaup, K.C., M.P., 

Minister of Transport, Ottawa. 

Sir,—In conformity with the Canadian National-Canadian Pacific 
Act, 1936, the board of directors submit the following report of the 
operations of the Canadian National Railways for the calendar year 1942. 

The traffic of the railway rose to unprecedented levels. Freight 
traffic was more than double that of the peak of the last war and 40 per 
cent in excess of the peacetime record of 1928. Passenger traffic was 80 
per cent greater than in 1928. The railway hauled 71,545,000 tons of 
revenue freight and carried 30,363,000 revenue passengers. 


Hon. Mr. Hanson: How much of your 40 per cent increase or, rather how 
much of your total business has come from the various government departments 
and agencies; I mean by that what proportion is due directly to the war? 


Mr. VaucHan: I do not think we have the exact figure in that respect. 
All we can do is, Mr. Hanson, to give you the prewar figures and the present 
figures. 


Hon. Mr. Hanson: Oh well, that is hardly good enough; I want to know 
how much the government is paying under war expenditures, war taxes, war 
loans, to make up this increase in traffic and how much is civilian traffic. 


Mr. VaucHAN: It will be a tremendous job to break that down. 
Hon. Mr. Hanson: I suppose it would be. 


Mr. Vaucuan: It comes from all sources; the government pays some, and 
the shippers and consignees pay some. The revenue comes from points all 
over the country. 


Hon. Mr. Hanson: What you are telling me is that you cannot: do it. 
Mr. VaucHan: I do not think we could. 


Mr. JAcKMAN: Could you indicate a proportion on the basis of how much 
-of the national income the government is spending? Let us assume that the 
government spends five million out of a total of nine million, that would be 
five-ninths of the total business arising out of the war. 


Mr. VaucHan: I do not think it would be that much. 
Mr. JACKMAN: You do not. 

Mr. VauGcuHan: I do not think that much. 

Mr. JackMAN: A rough estimate might be one-half? 
Mr. VaucHan: About one-third or one-quarter. 
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Mr. Parent: Do you mean to say that you have no records in your 
accounting department that would show what increases were brought to the 
Canadian National Railways in this year’s operations as compared with the 
previous year? 

Mr. VaucHAN: We have a statement, of course, of all the commodities 
which we handle which would show the increase in those various commodities, 
but it would be a tremendous task to analyse the business as we receive it from 
every industry in Canada to determine whether it is the result of the war. 

Mr. Parent: Could we get those figures? 

Mr. VaucHan: I do not think so, it would be impossible; it would take 
months with an accounting staff to prepare the information. 

Hon. Mr. Hanson: You would know I suppose how much comes to you 
directly from the government? 

Mr. VAucHAN: Oh yes, we would know that amount. 

Mr. Donnetty: And you would have the same thing, I suppose, with 
respect to passenger traffic; you could tell us what proportion of that comes 
directly to you from the government? 

Mr. VAUGHAN: Yes. 


Mr. Donnetty: What about the men who pay their own, have you a 
record of that? | 


Mr. VaucHAN: No. 


Hon. Mr. Hanson: Have you made an estimate of what the increase in 
freight traffic and in your passenger traffic has been due directly to the fact 
that the nation is at war? 

Mr. Vaucuan: I think the only way in which I could answer that now is to 
say that over a period of twenty years the average gross earnings has been 
$230,000,000 and last year it was $375,000,000. 

Hon. Mr. Hanson: So that it will be a fair inference to say that con- 
siderable of the increase was due to the war. 

Mr. Vaucuan: I would think it fair to say that a large proportion of the 
difference is due to the war. 

Hon. Mr. Hanson: I think that is a fair statement. It would not be all 
due to that because people have more money. 

Mr. VAUGHAN: Yes. 


Mr. JAcKMAN: This is a general statement, but it is relevant: assuming that 
we keep in full employment after the war, is there anything particular in the 
nature of war business that creates much greater traffic for the railway than 
you would expect in normal times? 


Mr. VaucHAN: I think there is some greater business undoubtedly as the 
result of the war than there would be in normal times because there are a 


great many commodities being made that would not be made in the same volume 


in normal times. 

Mr. JAcKMAN: We are assuming that we have full employment. 

Mr. VaucHAN: If there is full employment and other articles are being 
made and men are being employed in as great numbers as at the present time, I 
think our gross earnings would closely approximate what they are now. 

Mr. JAcKMAN: Of course, there is a tremendous export business now, and 
some good long haul stuff. 

Mr. VAuGHAN: We could have a memorandum prepared showing what the 
Defence departments and various other government departments pay. 

Mr. JacKMAN: The problem is really a general one, namely: would you 
expect to have as great a railroad business with as much traffic in normal times 
as you have now, provided you would have full employment? 


eS hE ene 
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Mr. VaucHan: I would not think we could expect to go to the present 
figure, but we might go back to the 1928 figure when we had pretty well full 
employment and when there was no war. Our gross earnings in 1928 were 
$304,000 ,000. 

Mr. JAcKMAN: As against $375,000,000 now. 

Mr. VAUGHAN: As against $375,000,000 now. 

Mr. JACKMAN: That would be a rough approximation? 

Mr. VAUGHAN: Yes. 

Mr. JAcKMAN: You should have plenty of equipment and perhaps excess 
equipment to carry the amount of traffic you would expect in a post-war period, 
assuming full employment? 

Mr. VAaucHan: That is correct. I think we can do reasonably well on gross 
earnings of $300,000,000. 

Mr. JackKMAN: $300,000,000 would keep you out of the red, of course. 

Mr. VaucHan: Yes, I think so. 

Mr. JAcCKMAN: But you have to have about that much. 

Mr. VAuGHAN: Yes. Of course, traffic is our problem. We have a terrific 
overhead and a tremendous machine to keep going. We have to operate certain 
unprofitable parts of it whether times are good or bad. 

Hon. Mr. Hanson: The trouble with the National system in my view—and 
I am only expressing my own opinion—is that in days gone by you were loaded 
up with unprofitable lines. 

Mr. VauGcHan: True. 

Hon. Mr. Hanson: As a matter of public policy. Now, people should keep 
that in mind when they are critical of the National system. How much was 
written off for the unprofitable lines? 

Mr. VAucHAN: There was no capital written off. The amount written off 
represented almost entirely accumulated deficits. 

Hon. Mr. Hanson: Oh, yes, it was the operating deficits that were written 
off. 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: So you still have loaded onto the system—and I think 
this ought to be stated publicly, at least by me—that the National railways have 
been loaded up from time to time by parliament, expressing the will of the 
people, with roads that have been a detriment, which have been uneconomic 
and unprofitable. We ought to realize that fact to be fair to the road. 

Mr. VauGcHAn: That is a perfectly correct statement. 

Hon. Mr. Hanson: Surely, I think there is no doubt about it. The public, 
when they criticize the National system, very often lose sight of that fact. I 
know what it is in my own little province. Take all those dead branch lines; 
they did not cost so much, but there is the cost of operation. 

Mr. VAaucHAN: Take one line in particular, the St. Merah dean a ett which 
runs up the St. John valley, we had to assume the interest on the bonds. That 
line was promoted, I think to some extent, by the New Brunswick government; 
the dominion government took it over and we have a loss on that short line of 
approximately $500,000 a year. 

Hon. Mr. Hanson: I am surprised to hear it was so large. 

Mr. Vaucuan: It is a loss in operation of perhaps $200,000 and interest 
charges on nearly $300,000. 

Hon. Mr. Hanson: And the public ought to realize that that railway was 
built under pressure from the people. I know all about it. 


Mr. VAuGHAN: Yes. 
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Hon. Mr. Hanson: And it was done to rectify what was considered an 
injustice to the province when the transcontinental was located back through 
the woods. , 

Mr. VaucHAN: We assumed interest on $6,000,000 of bonds on that branch. 

Hon. Mr. Hanson: The provincial government retains part of it yet. 

Mr. VaucHan: The Gaspe line of 200 miles was very much the same. These 
have all come in since the Canadian National Railways was formed. 

Mr. Dusuc: How much is now rectified by depreciation? 

Mr. VaucHan: None of it is rectified by depreciation. 

Hon. Mr. Hanson: That is a dead weight debt. 

Mr. Dusuc: Mr. Vaughan has told us that they reduced the capital, and 
there is the loss which has disappeared with the capital. 

Hon. Mr. Hanson: You wrote off the operating deficit and transferred 
that from the railway indebtedness to the general indebtedness of the country. 

Mr. VaucHan: Yes, plus interest charged by the government on those 
deficits. 

Hon. Mr. Hanson: You are not able to give us what part of your increase 
is due to the war? 

Mr. VaucHan: I am afraid I cannot do it. 

Hon. Mr. Hanson: It must be very large. If in the case of the T.C.A. 
it was 70 per cent it should be safe to say that the increase would be around 
$75,000,000, although I think it would be much more than that. 

Mr. Vaucuan: I think it would be fair to say that the increase would be 
at least $75,000,000 due to the war. 

Hon. Mr. Hanson: The government of Canada itself must pay much 
more than that a year. 

Mr. Donnetty: The average has been $230,000,000 and now it has gone 
up to $375,000,000. 

Mr. VaucHaAN: Yes, of course, but we went through some very depressed 
years from 1929 on, and they were hardly normal years. 

Hon. Mr. Hanson: Quite so. 

Mr. Hanson (Skeena): I think the differential between the revenue in 


1938 and the revenue this year would be the differential between peace time 
and war time. 


Mr. VaucHAN: Except that 1938 was hardly a normal year. The traffic 


was little less than normal, and there was a great deal of unemployment in 
1938. 


Hon. Mr. Hanson: 1937 would be a better year. 

Mr. Hanson (Skeena): Take 1937—one of the normal years. 

Mr. VaucHan: Gross revenues reach $3875,000,000, averaging over 
$1,000,000 per day. Net revenue, after the payment of all operating expenses, 
was $86-6 million, an increase of $20,000,000 over the previous year. The 
cash surplus, after payment of taxes, interest paid to the public and to the 
government, was $25,000,000, an increase of $21,000,000 over 1941. 

Hon. Mr. Hanson: Let us stop there. What was your operating ratio? 

Mr. VAaucHAN: It is given in the report on page 6; it was 76°93 per cent. 

Hon. Mr. Hanson: That is the best record you ever had? 

Mr. VAUGHAN: Yes. 

Mr. DonNELLY: What was it last year? 

Mr. VAUGHAN: 78-12. 


Hon. Mr. Hanson: And in the bad years it was the same? 
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Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: How does it compare with the class one railways in 
the United States? 

Mr. Vaucuan: I will answer that question for you a little later; I think 
we have the information here some place. 

Mr. JACKMAN: Would you give us the operating ratios of the three or 
four other railways in the States that have other indebtedness than we have? 


Mr. VaucHan: We can do that, although it would probably be an unfair 
comparison, because we do not have the breakdown of their accounts. 

Hon. Mr. Hanson: Have they a standard system of accounting? 

Mr. JAcCKMAN: No, they have not. 

Mr. VaucHan: We follow the I.C.C. system. Of course, we have many 
subsidiary departments and outside operations that the railways in the United 
States have. We operate express companies and commercial telegraphs. The 
expenses of those companies are included in our revenues and expenses. 


Hon. Mr. Hanson: This is a consolidation, is it? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: We ennot get a true picture of the railways. 

Mr. VaucHan: You are getting it so far as we are concerned, Mr. Hanson, 
because all these properties are included in the railway operations. 

Hon. Mr. Hanson: They are included in the whole Canadian National 
system, but my experience is that we get the subsidiaries and affiliated com- 
panies separately and then consolidate them. 

Mr. VauGcHAN: These are really not affiliated companies; they are depart- 
ments of the Canadian National Railways so far as we are concerned. 

Hon. Mr. Hanson: Express; do you treat that in the same way? 

Mr. Vauauan: Yes, that is a department of the railway. I think with the 
Canadian Pacific Railway the Canadian Pacific Express is a separate company, 
and, perhaps, their telegraph company is, too. Our branches are railway opera- 
tions. 

Hon. Mr. Hanson: They are departments? 

Mr. VAuGHAN: Yes, they are departments. 

Hon. Mr. Hanson: How long has that obtained? 

Mr. VaucHan: A number of years; I do not recall how long. 

Mr. Cooper: Our express service is treated as a department of the railway 
under a special Act of Parliament. I think it is fair to say that considering 
the nature of the express business, it is more correctly shown as a railway opera- 
tion than as a separate operation. 

Hon. Mr. Hanson: I would not argue the point with you, because I have 
not considered it. I am rather surprised that any comparison you might make 
between this railway system and any other railway system is not comparable 
because you have not got the same set-up. 

Mr. Cooprr: It is quite comparable, sir, except with respect to express 
and telegraphs. Our separately operated companies, which are not rail trans- 
portation companies, are not included either in our revenues or expenses. 

Hon. Mr. Hanson: There is a limitation on what I had in mind? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: The railway includes express and telegraphs but not 
your other companies such as coal mines? 

Mr. Coorrr: That is correct. 

Hon. Mr. Hanson: With that exception they are similar? 
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Mr. Coorer: They are quite comparable; and I would like to emphasize 
that our accounts are kept in accordance with the regulations of the Interstate 
Commerce Commission. 

Mr. Donnetuy: Would you say that an operating ratio with regard to’ 
your company would be comparable with the American roads if they had 
different freight rates? 

Mr. Cooper: I think if they had the same geographical conditions, 
climatic conditions, and the same traffic conditions— 

Mr. Donneuiy: They have higher freight rates, and the ratio would not 
be comparable. 

Mr. Vaucuan: They have nothing like the climatic conditions which we 
have, and there are so many things which might enter into a ratio: the amount 
charged for, perhaps, deferred maintenance and the amount written off; 
you would have to have a breakdown of their situation as compared with ours; 
although there is no question that most of the railroads in the United States— 
at least many of the big railroads—have a lower operating ratio than we have. 
For instance, we had to bring into this country last year five million tons of 
coal, and in freight and duty alone, without the cost of the coal, we paid 
approximately $3 a ton on the average. 

Hon. Mr. Hanson: That is one of the handicaps. Are your wage rates 
the same as theirs or lower? 

Mr. Vaucuan: I think, perhaps, if you take the wages by and large that 
our rates are a little lower than theirs. 

Hon. Mr. Hanson: How do their passenger rates compare with yours, 
are they lower? : 

Mr. VaucHaN: I think their average passenger rate is higher than ours. 

Hon. Mr. Hanson: My recollection is that in some parts of the United 
States the mileage rate is lower than it 1s in Canada. 

Mr. VauGHAN: There may be individual cases of that kind, but taking 
it as a whole their average passenger rates are higher than ours. 

Mr. Donne.iy: And their freight rates are quite a little higher. 

Mr. VauGHAN: Their average per ton-mile rate is higher than ours by, 
I think, from 8 to 10 per cent. 

Hon. Mr. Hanson: I think that is right. Before we leave this, the nearest 
you can get to a comparison is with the Canadian Pacific, and they do not 
like that. 

Mr. VaucHan: I do not think it is fair to compare us with the Canadian © 
Pacific. I would like to make this clear that we try to keep away from saying 
anything about the C.P.R. so far as we can. We are good neighbours. 

Hon. Mr. Hanson: And get along pretty well. 

Mr. VaucHan: We try to mind our own business without saying anything 
about them but, on the other hand, I do not think it is fair to compare us 
with them unless you have their accounts, and Touche and Company examine 
their accounts and, of course, it would be unreasonable to do that because they 
are a private company and that is their private business. 

Mr. Donnewuy: It is a good thing to have one company watch the other. © 

Hon. Mr. Hanson: The public inevitably make a comparison between the 
two. The operating ratio of the Canadian National has been higher than the 
C.P.R. I am trying to help you. You have handicaps that they have not. You 
have barren territory that they have not. 

Mr. VauGHAN: We have many thousands of miles more of lines with 
unprofitable milage to operate than they have. 

Mr. Parent: The C.P.R. get a lot of government business. 


RAILWAYS AND SHIPPING 103 


Mr. JAcKMAN: Mr. Chairman, you may recall last year in the report of the 
committee to parliament we recommended that a system of uniform accounting 
be adopted in this country but, owing to the tremendous shortage of clerical 
help, etc., the carrying out of that recommendation be deferred until after 
the war is over. Is that not so? 


The CuHarRMAN: That is true. 


Mr. JAckKMan: Because we do want to get some standard of comparison 
so that we may know how the C.N.R. is doing. 


The CuatrMaAn: I think it has been recommended by our auditors for some 
years that we have a standard form of accounting. 


~ Hon. Mr. Hanson: That is by Touche and company. 
The CHAIRMAN: Yes. 


Mr. VaucHan: There are several reasons why the C.P.R. should do better 
than we can. In the first place we have many thousands of miles more of un- 
profitable lines to operate. In the next place our fixed charges are over double 
theirs; they have 20 odd million dollars against our 50 million dollars. In the 
third place we have no outside revenue like they have. 


Hon. Mr. Hanson: I think that is a very sound statement. I should say, 
you are quite correct on all three, and you are not to blame for it either. 


Mr. VauGHAn: No. 


Mr. JACKMAN: Before we leave it this year we have an increase of $25,000,- 
000 in cash surplus over last year. What -was the estimate last year that was 
brought forward? 


Mr. VauGgHAN: When we appeared before this committee last year we said 
we thought we would do as well in 1942 as we did in 1941 and have five or six 
million dollars surplus. 

Hon. Mr. Hanson: That was very conservative. 

Mr. JAcCKMAN: You did not say anything at all then last year. 
aa Mr. Hanson: Business was accelerating. Have you reached your 
peak ‘ | 

Mr. VaucHaNn: I do not think we have. I would not say we have reached 
the capacity of our transportation machine. We are hard pushed here and 
there, but I do not think we have reached the capacity of our machine yet. 


Hon. Mr. Hanson: You will take on a little more business? 
Mr. VAUGHAN: Yes. 
Hon. Mr. Hanson: Whether you can do it or not. 


Mr. VAuGHAN: Yes, we are always looking for more business. We do have 
difficulties particularly at weekends, with passenger travel. 


Hon. Mr. Hanson: I guess we all have that. I have felt that myself. 

Mr. NicHotson: Can you make any estimate as to the percentage increase 
you can handle with your present facilities? 

Mr. VaucHan: That would be difficult. It would depend whether it was 
long haul or short haul traffic, and the character of the traffic. 

Hon. Mr. Hanson: Mr. Vaughan, is it not a fact that you are pretty hard 
pressed and if you take on very much more it would be at the danger of safety 
in the passenger service? 

Mr. VaucHan: Our business is limited more at the present time by equip- 
ment than otherwise. 

Hon. Mr. Hanson: Locomotives? 

Mr. VaucHan: Locomotives and cars, but we are hoping to get some more 
locomotives and some more cars. 
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Mr. Emmerson: A slight increase may have occurred in some sections, and 
in other areas you have reached what you might call saturation? 

Mr. VaucHAN: On some sections we are nearly up to capacity, but I would 
not say we are up to actual capacity on any section yet so far as the railway is 
concerned. We are limited by equipment to a certain extent. 

Hon. Mr. Hanson: I suppose in the west you are not up to capacity. 
There is no large movement there? 

Mr. VaucHan: No, and we have a line which we are operating from Nakina 
east to Hervey junction which is not doing a great deal of business even to-day. 

Hon. Mr. Hanson: It is a spotty condition? 

Mr. VAUGHAN: Yes. 


Mr. Nicuoutson: You have advertised a great deal with a view to having 
shippers fill up box cars to capacity. What results have you had from that 
campaign? 

Mr. VauGHAN: We have had very good results. Shippers have co-operated 
very well with us and that has given us the use of many more Cars. 

Mr. JAcKMAN: This may not be the appropriate place to bring it in but, 
advertising having been metioned, what is the purpose of those joint advertise- 
ments which you are putting in along with the C.P.R.? Nobody likes to say very 
much about advertising, perhaps because of our friends in the press, but never- 
theless it does use up a tremendous amount of pulpwood and it is pretty costly 
to the taxpayers to have these adds go in. 


Hon. Mr. Hanson: Have a heart, the newspapers have got to live. 


Mr. VauGHAN: It was thought by the railways this was an opportune time 
to carry on these advertisements. I have got Mr. Thompson here, the manager 
of our public relations and publicity department, I think he can make a state- 
ment to you on it. 


Mr. JAcKMAN: I do not see that it helps the country very much. I will put 
it that way. It may help the railway a little bit. 

Mr. VaucHan: The railways have endeavoured to point out to the public 
some of their difficulties, and they have also endeavoured to point ou to the 
public some of the things we have done to meet this emergency. 


Mr. JACKMAN: It was a good- -looking ad, and well done by the artist, but 
the only real message was contained in two lines with small bold faced type; 
“Please do not ride over weekends”, but the rest of it was just pure publicity. 

Hon. Mr. Hanson: Propaganda. 


Mr. JACKMAN: Have you increased your advertising appropriation for this 
year over lost year? How does it compare with normal years? 

Mr. VAuGHAN: Our advertising appropriations are away down below nor- 
mal years. Our appropriation for 1943 is just about the same as it was last 
year. Referring to page 18, in 1942 our advertising expense was $361,000 against 
$555,000 in 1941. 

Hon. Mr. Hanson: That is small. 


The CuHatrmMan: Would it be possible at all to incorporate that Nain 
line east in a second transcontinental line connecting up such terminations as 
Longlac, Port Arthur and Winnipeg? 


Mr. Vaucuan: If there was business demanding it we could send a lot 
more traffic over the line from Nakina east to Hervey junction, but we are able 
to handle the business over our line which runs from Nakina down rete 
Longlac and Capreol into Toronto and Ottawa, and down that way. 

Hon. Mr. Hanson: On this question of Gubleie the railways feel it is 
good business to maintain proper public relations, not only with the public but 
with the press. My observation over a good many years is that unless it is 
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political there is very little criticism of railways in the public press. That is 
a correct statement, is it not, Mr. Vaughan? 


Mr. VAUGHAN: It is true there has not been very much criticism from the 
press but we hope there has not been any particular reason for it. 


Hon, Mr. Hanson: You just reach out and take them into your bosom. 
I think I know the technique pretty well. I have watched it over a good many 
years. 


Mr. Hanson (Skeena): Let us proceed. 

Hon. Mr. Hanson: I wish I could get it in my political career. 
The CHatrMAN: We will proceed. 

Mr. VauGHAN: The company’s locomotives travelled... . 

The CHAIRMAN: You are on page 3. 

Mr. VaucHAN: I am ahead of my story. 


RESULT OF OPERATIONS 


Increase or 


1942 1941 Decrease 

Operating Revenues ........... $375,654,543 40 $304,376,778 12 $71,277,765 28 
Operating Expenses ........... 288,998,674 72 237,768,437 13 51,230,237 59 
Net Operating Revenue........ $ 86,655,868 68 $ 66,608,340 99 $20,047,527 69 
Other Income and Profit and 

Loss Aetounts 4. ice poet 12,610,407 85 12,247,025 13 363,382 72 
Net Income Available for 

Titevesh | se eee eas ath $ 74,045,460 83 $ 54,861,315 86 $19,684,144 97 
Interest on Funded Debt held 

by: Se ilo igs eo ere et Ls 34,949,557 92 44,698,226 88 9,748,668 96 


Hon. Mr. Hanson: Is that due to the fact that you bought in a large part of 
these securities? 

Mr. Vaucuan: It is due to these vested securities. You will notice loans to 
the government are up and the loans to the public are down. 


Interest on Government Loans... $14,032,634 59 $ 5,646,762 24 $ 8,385,872 35 
ASIP COUT PLU Titel Palade ial oles Reg ss $25,063,268 32 $ 4,016,326 74 $21,046,941 58 


Hon. Mr. Hanson: If you paid income tax what would become of your 
cash surplus under present-day conditions on 1942 account? Would you have 
any surplus? 

Mr. VaucHuan: It would be reduced. Our position, of course, is this: while 
we do not pay any income tax, we pay everything that we earn back to the 
government. We have given the government a cheque for the $25 million 
surplus. 

Hon. Mr. Hanson: I am not criticizing, I am trying to suggest this, that 
the National Railway system, if put on the basis of a privately-owned cor- 
poration with comparable earnings and expenses, would not show a cash surplus 
of $20 million or anything like it. 

Mr. VaucHan: You have in mind, of course, that the excess profit tax, etc., 
would take a large portion of that. 

Hon. Mr. Hanson: I have in mind the laws of this country would compel 
you to pay as it compels me to pay into the treasury for the support of the war. 

Mr. VAUGHAN: Yes; as against that, Mr. Hanson, if we were a privately- 
owned company we would not have $50 million fixed charges; some of these 
railways would have gone through the wringer long ago and we would have 
fixed charges of perhaps $15 million, and we do not get a subsidy for operating 
eolonization lines such as the railroads do in Australia and some other countries. 
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Hon. Mr. Hanson: Your cost of funded debt comes off before you strike a _ 
proper balance sheet? 

Mr. VaucHAN: Yes. 

Hon. Mr. Hanson: That argument is washed right out. I agree that there 
is a good deal in your contention that you have been loaded up with a lot of 
things, and I sympathize with that position, nevertheless the public ought to 
understand—I hope this will get out to the press and not be suppressed—that 
if this system were paying income tax this cash surplus, which, of course, is a 
very fine surplus, would largely disappear. In other words, you would not be 
benefiting from the war as everybody else is not. 

Mr. VaucHAN: I suppose if we paid income tax we would have to pay around 
40 per cent. . 

Hon. Mr. Hanson: Of your net. 

Mr. VAUGHAN: Yes. 

Hon. Mr, Hanson: It depends on what your basis would be. 

Mr. VaAucHAN: We figure it would be around 40 per cent. 7 

Hon. Mr. Hanson: Certainly you would be entitled to be classed as a 
depressed industry in the base period. 

Mr. VauGHAN: Yes. 

Hon. Mr. Hanson: There is no doubt about that. 

Mr. VaucHaN: Yes. | ! 

_ Hon. Mr. Hanson: That would be 40 per cent of $25 million, $10 million. 

Mr. VAucHAN: That is correct. 

Mr. Nicuotson: If you had taken over the railways on the basis on which 
it would have been bought up by a private firm, what would be the difference 
in the fixed charges that would be paid? 

Mr. Vaucuan: That is very difficult to say. Take the C.P.R.; all their lines 
in the United States have been in the receiver’s hands, lines like: Duluth, South 
Shore and Atlantic, Soo line, Wisconsin Central and Spokane International. 
The Soo line has gone through receivership and their fixed charges will be about 
one-fifth or one-quarter of what they were before. 

Hon. Mr. Hanson: Maybe we made a mistake in that regard, but I was 
not here and you were not here. 

Mr. VaucHAN: That was not my problem. 

Hon. Mr. Hanson: In the old days the defence was, it was in war time. 
That was the reason or the alibi, I do not know which. It was not done because 
the country was at war, but because it was thought that it would be a reflection 
on the national credit. Now, if our foresight had been as good as our hindsight 
the country might have acted differently. 

Mr. VaucHAN: You recall the bonds of the privately-owned companies 
were guaranteed either by the dominion or provincial government; they did 
not have much alternative. 

Hon. Mr. Hanson: Yes, I quite agree; that was an additional reason. They 
could not let the provincial governments go broke. 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: The federal government might have stood up against 
the emergency, but the provincial governments probably could not. 

Mr. VaucHan: Unfortunately, that burden is on our shoulders for all time. 

Hon. Mr. Hanson: Yes, it is a sad situation. The bondholders were saved. 
Of course, that gives our friends the C.C.F. another argument against private— 

Mr. JAcKMAN: They are not against government funds. 

Hon. Mr. Hanson: Not against government funds. 
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Mr, JAckmaN: What rate do you pay the government on these government 
loans which are replacing— 

Mr. VauGHAN: Three and one-half per cent. 

Mr. JACKMAN: What is the average rate, approximately, on the securities 
you are getting from the old country? 

Mr. Coorer: We come to that later in our report; we saved about one 
million dollars a year as a result of repatriation. 

Hon. Mr. Hanson: A good operation. 

Mr. JAcKMAN: There is one other question I should like to ask. I am now 
referring to the line, “Other income and profit and loss accounts, $12,610,407.85 
as against $12,247,025.13.” That is a relatively small increase percentagewise 
as compared with the increase in the net operating revenue of the railway system. 
Are there any particular items to point out or any particular reason why they 
have not gone up relatively as much as the income of the railway system? 

Mr. Cooper: Mr. Chairman, we can deal with that now, but it is dealt 
with later on in another section of the report. 

Mr. Vaucuan: Shall I proceed? f 

The CHAIRMAN: Yes. 

Mr. VAUGHAN: 

The year’s operations gave further proof of the value of the Canadian 
National System to the nation. The greatly increased demands of the 
armed forces, of the war industries, and of the civilian population for 
transport, communications and other services, were fully met, and the 
Company markedly extended its own production of ships and munitions. 

One of the problems was to handle the great volume of business 
without large increases in equipment and personnel, the supplies of which 
were difficult to obtain. Many measures were taken to meet this situation, 
and new records of performance were established. 

There was an increase, as compared with pre-war records, in the 
daily mileage made by cars and locomotives, in the tonnage of the 
average freight train, and in the tonnage of freight loaded into the 
average car. 


Hon. Mr. Hanson: I have not been able to read this thing before, and 
consequently have not made a study of it. Would it be permissible in the 
national interest to tell us the company’s production of ships and munitions? 

Mr. VaucuHan: I can say this in a general way, that we have built a number 
of minesweepers and 10,000-ton cargo boats at our Pacific coast shipyards. 
We are building guns and gun carriages in the National Railways munitions 
plant and building some secret devices in our shops. 

The Company’s locomotives travelled 90 million miles, in one 
important group the locomotives averaging 375 miles per day throughout 
the year. - 


Hon. Mr. Hanson: Have you been able to keep up your maintenance at 
the increased rate? 

Mr. VAUGHAN: Generally speaking we have been able to keep all our loco- 
motives sufficiently maintained to keep them in safe running order, but perhaps 
some heavy repairs on those locomotives have had to be deferred, but it has not 
impaired the immediate efficiency of the locomotives. : 

Similarly, an increase in the serviceability ratio improved the freight 
car situation by 3,900 units as compared with 1939. New freight cars 
obtained numbered 1,163, bringing the system’s total to 90,353. 
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The increased passenger traffic was handled by increasing the number 
of trains, the length of trains, and the daily mileage made by passenger 
cars. The passenger transportation service to war plants has become of 
increasing importance, and each day the Canadian National is transport- 
ing 20,000 workers to and from these plants. Twenty-five new and 106 
second-hand units of passenger equipment were purchased during the year. 


Mr. JackMAN: Did you get the second-hand ones from the States again? 

Mr. VaucHAN: Yes. We got those from the States, from the Pullman 
Company. 

Hon. Mr. Hanson: I have noticed a great many wooden cars. I have often 
thought there was great danger in using them. You do not use them in your 
through-express, of course. 

Mr. VaucHan: No. 

Hon. Mr. Hanson: Only once in a. while you see them. 

Mr. VauGHan: Yes. 

Hon. Mr. Hanson: Is that not a pretty dangerous practice? 

Mr. VAUGHAN: They are always placed in positions in the train where the ~ 
danger will be least. 

Hon. Mr. Hanson: You put them at the end. 

Mr. VaucHAN: We do not put wooden cars in between steel cars. 

Hon. Mr. Hanson: I hope the day will come when we will not have any 
more wooden cars. 

Mr. VAuGHAN: There were very few of those cars in the service before the 
war. But all railroads have had to press into service every bit of usable 
equipment that they had. 

Hon. Mr. Hanson: They have a car on the eastern branch between 
Fredericton and Newcastle which, I am told— 

The CHarrMaAn: Louder, wieaaes 

Hon. Mr. Hanson: I am told it was brought over from the island and 
changed to standard gauge, and that it was made before confederation. 

Mr. DonneLLy: Came over with the Mayflower. 

Hon. Mr. Hanson: Yes. I had thought of writing to Mr. Appleton about 
it, but after all— ; 

Mr. VAUGHAN: We will take them off after the war. 

Hon. Mr. Hanson: I will never ride in it. 

Mr. JAcKMAN: Have you had to ask for, or has there been any ameliora- 
tion of the rules governing railway traffic to enable you to use old equipment, 
by the governing body? 

Mr. VaucHan: No. 

Mr. JAcKMAN: By the Board of Transport Ecrareonare| 

Mr. VaucHan: No. There has been no alteration in the safety measures 
as laid down by the Board of Transport Commissioners. 


Mr. JackMAN: There is a provision you have under the I.C.C. for the 
braking system. 


Mr. VAUGHAN: Yes. 
Mr. JAckMAN: Under the L.C.C. it was ten years. 
Mr. VauGcHAN: Yes. 
Mr. Jackman: I believe that has been postponed. 


Mr. VAUGHAN: We are equipping the cars that go through the shops with. 
the new brakes as we can get them; and we have equipped a tremendous. number 
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of cars with those new brakes. Also we have practically no cars left with the 
old arch bar trucks. We have cast steel trucks on all our box cars. 

Mr. JAckmMaAN: As far as the railway is concerned, the program has been 
carried out as if there was no particular difficulty. 

Mr. VauGHAN: That is correct, to the extent that we can get the material. 

Hon. Mr. Hanson: That is a very real problem, the obtaining of material. 

Mr. VaueHan: It is a problem, but we have been reasonably successful so 
fara. fae 
Hon. Mr. Hanson: You got the steel for the Montreal terminals all right. 
Mr. Feruanp: Mr. Chairman, if you will permit me, I should like to ask 
a question. You mentioned that each day the Canadian National transported 
20,000 workers to and from the war plants. 

Mr. VAUGHAN: Yes. 

Mr. Frertanp: Do those workers get free transportation? 

_ Mr. VaucHan: Not so far as we are concerned, no. We make a deal with 
the industry involved, and the industry makes a deal with its workers. 

Mr. Feruanp: So far as the Canadian Car and Munitions is concerned, the 
workers coming from Montreal get free transportation on your cars? 

Mr. WAuton: No. We,are paid by the industry. There is a regular 
schedule of charges based on the number of cars in the train, the number of 
trains running and the distance. 

Mr. Frruanp: They get a pass? 

Mr. Watton: I do not know what the Lat ube: arrangement with the 
industry is, but the railway gets paid by the industry according to a pre- 
arranged schedule of charges, which is the same for each. 

Mr. Feruanp: But to travel on your road to the industry, they have a pass 
from the railroad to establish their identity? 

Mr. Watton: Yes. They have to establish their identity. In some cases 
this is what is done. Their button which allows them to go into the plant is 
their identification for the train. Then the responsibility rests on the officials 
of the industry to see that unauthorized people do not ride. But we do not 
collect. individual fares. | 

Hon. Mr. Hanson: The cost, of course, comes out of the individuals. It 
does not come out of the government. 

Mr. Watton: One reason for that arrangement was that on some of these 
quite short trips there would not be time to actually collect the fare from each 
passenger. 

Hon. Mr. Hanson: Quite so. Then, of course, they wanted service for the 
workers, and they had to make arrangements to get them to work. 

Mr. Watton: That is right. 

Mr. VaucHan: I might mention some of these services: — 


Cuiebec=- Val \Rosenr any mace cake ie ean lates anus] 5 miles 
Wirinipeg—-Cordite nies ell chia wen Oe Sin thes 
avon treal—Hairchilds ot) ee ee ea ii ae Oa Oi i mal tes 
MeegsOnnieuve—CRErrier eo. (me run iii ne Pei ob eR 
» Parkdale—Magor. . 12-14 miles 
Chicoutimi—Ar vida 5:5 miles 
Prince Rupert—Port ‘Edward... 8-6 miles 


Those are some of the workmen’s services which we operate. 

Hon. Mr. Hanson: Those are considered to be a national service and the 
covernment bears the cost in order to get the men there and back and keep in 
production. 
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Mr. Watton: I presume it is the only way the industry could get these 
men there. 

Mr. Emmerson: Is it not true that on some of your trains you use more 
than one conductor. On account of the traffic you have to use larger train crews. 
Mr. Wauton: Yes, that is quite true. We have had to do that. 

Mr. Emmerson: In collecting the fares there is an assisting conductor? 

Mr. Watron: It is a common practice on the various roads, where the 
number of people are beyond a certain figure, that what is called an “assistant 
conductor” is used. 

Mr. Emmerson: In order to be able to collect the fares? 

Mr. Watton: Yes. 

Mr. VauGHAN: We want to see that we get all the fares that are coming 
to us. 
Mr. Emmerson: In the matter of longer mileage for locomotives, what 
is the practice, for instance, on through trains, such as through freights— 
that is fast freights—and through passenger trains? Do the locomotives go 
beyond the divisional points that they used to have when engines were changed? 
Do they run right through, just changing the engine crews? 

Mr. Vaucuan: That is correct. For instance, on our passenger trains 

from and to Halifax we run one engine from Montreal to Halifax. 

Mr. Emmerson: Is that done on the freights? 

Mr. Watton: No. 

Mr. VaucHaANn: No, not on the freights. 

Mr. Emmerson: Just on the passenger. 

Mr. Wauton: There are some difficulties in connection with the freight 
operation that are not present in the passenger, such as changes of tonnage 
capacity and so on. Generally speaking, you cannot extend the long engine 
run to the same extent an freight that you can on the passenger by reason of 
the nature of the engine and other conditions. 

Hon. Mr. Hanson: Are you able to clean them at any point? 

Mr. Watton: Yes. The fire is cleaned and they are coaled and watered 
and the engine crews changed—a direct change from one engine crew to 
another—and the engine continues on. 

Hon. Mr. Hanson: And it has worked out all right? 

Mr. Watton: It has worked out all right. There is the odd time in severe 
weather when an engine has to come off at one of these intermediate points. 
But, generally speaking, it works all right. In fact, our mechanical people tell 
us that the fewer times you have to knock the fire out of the engine, the less 
damage there is to the fire box tubes and so on. 

Hon. Mr. Hanson: I know of one exception. There was a case, I under- 
stood, of a wreck at Jacquet river, or somewhere, where the engine had not been 
cleaned at Campbellton due to the lack of time; at least that was the report 
from Campbellton. 

Mr. Wauton: I do not recall the case. 

Hon. Mr. Hanson: They ran into a freight train. No, it was a freight 
engine. Perhaps I should not refer to that now, because I am not quite clear 
about it In my own mind. 

Mr. Wauton: I do not remember any such circumstance. 

Mr. VaucHAN: I do not remember any such occasion. 

Hon. Mr. Hanson: I remember the incident but I am not just quite sure 
in my mind as to the particulars. It is very interesting to hear that you are 
running your engines straight through from Halifax to Montreal. 
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Mr. Watton: Actually the longest run we have is from Winnipeg to 
Edmonton. 

Mr. VaucHAN: In reality that same engine goes through to Jasper. 

Mr. Watton: So the length of the run without any other than intermediate 
attention is over 1,000 miles. 

Hon. Mr. Hanson: They are very good engines. There is no doubt about it. 

Mr. VAUGHAN: 


Meeting the demands for wartime service is the company’s main 
contribution to the war effort. Any credit for the success attained in the 
face of limitations of material and manpower must be shared with the 
company’s staff, its patrons and the governmental agencies, all of whom 
have been quick to understand the railway’s problems and have given 
their wholehearted support. 

Difficulties in obtaining railway supplies and equipment are, however, 
increasing as the war goes on, and it is the view of the directors that the 
provision of priorities to enable the railway to maintain its operating 
machine in an efficient state will continue to be of vital importance. 


Mr. JAcKMAN: This tribute to the men in the company’s service is un- 
doubtedly well deserved, particularly in view of the fact that so many men 
have enlisted. One sometimes wonders how you are able to carry on. You 
have had 10,000 or 15,000 of your men join the armed forces and yet you are 
handling this tremendous increase in traffic. I am just wondering how some 
of the old union rules which were put in, probably in an endeavour to spread 
the work, are operating at the present time. 

Mr. Vaucuan: I think perhaps Mr. Walton could tell you some instances. 


Mr. Watton: I have seen the articles which have been appearing in some 
of the magazines with respect to the so-called ‘‘feather-bedding” rules in the 
United States. I would say that we have very little of that in Canada. One 
provision over there, which is a state law in certain of the states, is in regard to 
a third brakeman on trains. We do not have that position here. 

Hon. Mr. Hanson: Is that on freight or passenger? 

Mr. Watton: That was on freight. Some of their other regulations that 
work against the best operation we are not faced with. In regard to other con- 
ditions, during the depression the men voluntarily agreed through their brother- 
hoods to reduce the number of miles—these men are all paid on a mileage basis— 
in order to spread the work. That has definitely been taken up now. Any 
restrictions which were put on with a view to spreading the work substantially 
have been withdrawn—I say, substantially. There may be the odd location 
where work still is at a minimum in outlying districts, some place where 
restrictions of that kind still remain. 

Hon. Mr. Hanson: But all the slack has been taken up? 

Mr. Watton: Yes, generally speaking. 

Mr. JAcCKMAN: How far does a locomotive engineer drive for a day’s pay? 


Mr. VaucHaAN: They usually are limited to division points; but occasionally 
an engineer may work as much as sixteen or eighteen hours in the day, but then 
he is given sufficient hours off in which to get thoroughly rested before he is put 
on service again. 

Mr. Watton: The average trip would be probably 150 miles, from terminal 
to terminal. 

Mr. JacKMAN: What I want to get at is this. In some of these articles in 
the press I have seen it stated that the workers, on account of the arbitrariness 
of their rules, receive at times unreasonable rates or double the amount of pay. 
For instance, they run 150 miles or 300 miles for a day, and if they happen to 
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20 310 miles they must be paid, for that extra 10 miles, the same amount as they 
received for the 300. 

Mr. Wauton: No, there are no cases of that kind here. There is something 
to be said for the double pay. For instance, if a man, say, has a run of 150 
miles on a passenger train and then, due to some emergency, we require to put 
him on a freight train, he then begins another day; and I do not think you can 
find much fault with his receiving another day’s pay for that. 

Hon. Mr. Hanson: I would think it would be perfectly justified, because he 
begins a new day. 

Mr. Emmerson: Has there been any change in the compulsory retirement 
age? , 

Mr. VaucHan: No. Our compulsory retirement age is 65; but I should 
clarify that to this extent, Mr. Emmerson. In connection with our telegraphers, 
shop men, conductors, engineers, etc., in view of our urgent need of them, we 
continue these men on beyond the 65-year age limit, providing they pass a medical 
examination. | 

Mr. Watton: That is in terms of extending the man-power as far as reason- 
ably possible. 

Hon. Mr. Hanson: In connection with the man-power question, you have 
had, of course, to take on a great many new people, have you not? 

Mr. VauGHAN: Yes. 


Hon. Mr. Hanson: And I understand you have been calling up the Panioee 

men. How have you been getting along with national selective service in that 
respect? ? 
Mr. VAuGHAN: Mr. Coleman and myself have recently made certain repre- 
sentations to the labour department in connection with the selective service, and 
I think our suggestions will probably meet with favour; and if they do, we do 
not anticipate any difficulty. 

Hon. Mr. Hanson: Are you able to say what those were? 

Mr. VaucHAN: What we did, Mr. Hanson, was to specify certain positions 
that we considered to be essential, stating that in our opinion men who were 
engaged in those positions should not be drafted for war service. 

Hon. Mr. Hanson: Did you make any representations against ies a 
enlistment? | 


Mr. VaucHan: No, sir. 

Mr. Emmerson: And you had to make some changes in regard to the age - 
limit of young men coming in? | 

Mr. Watton: Yes. We have had to rearrange our age limit so that new 
employees could be accepted in order to man the service, 

Hon. Mr. Hanson: That was because of the regulation. 

The CHatrMAn: Gentlemen, if you have no objection, we will meet again 
tomorrow morning at 11 o’clock. 

Mr. Epwarps: Mr. Chairman, I should like to file, for the information of the 
committee, the exchange of notes ‘regarding the international aviation arrange- 
ment. 

The CHAIRMAN: Those will be included in the report (See Appendix se We of 
Minutes of Proceedings and Evidence of March 30, 1943.) 


The committee adjourned at 1:00 o’clock p.m. to meet again at 11:00 - 
o'clock a.m. tomorrow, April Ist, 1948. 
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MINUTES OF PROCEEDINGS 


Tuurspay, April 1, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Howden, 
presiding. 


Members present: Messrs. Donnelly, Dubuc, Durocher, Emmerson, Ferland, 
Gray, Hanson (Skeena), Hanson (York-Sunbury), Howden, Jackman, 
McCulloch, Michaud, Nicholson, Parent, Pouliot, Ross (Middlesex Last), 
Sanderson, Shaw, Sissons. 


In attendance: Commander C. P. Edwards, Deputy Minister of Transport, 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways, 
Mr. N. B. Walton, Executive Vice-President, Mr. T. H. Cooper, Comptroller, 
and Mr. O. A. Matthews, of George A. Touche & Company, Auditors. 


The Committee resumed consideration of the Annual Report of the Canadian 
National Railway System for the year ended 31st March, 1942. 


Mr. Vaughan was recalled and further examined. 


Messrs. Walton and Cooper were also briefly examined on questions relating 
more particularly to their respective departments. 


At 1 o’clock p.m. the Committee adjourned until 4 o’clock this day. 


AFTERNOON SITTING 
The Committee met again at 4.45 pm. Mr. Howden presided. 


Members present: Messrs. Dubuc, Durocher, Emmerson, Ferland, Hanson 
(Skeena), Howden, Jackman, McCulloch, Michaud, Pouliot, Ross (Middlesex 
East), Sanderson, Shaw, Sissons. 


Mr. Vaughan concluded the reading of the Annual Report of the Canadian 
National Railway System, this being followed by consideration of the Con- 
solidated Balance Sheet at 31st December, 1942. 


Messrs. Walton, Cooper and Matthews also gave evidence. 


At 6.00 o’clock the Committee adjourned to meet again to-morrow, Friday, 


April 2, at 10.30 a.m. 
R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House oF CoMMoNSs, 
Apri Ist, 1943. 


The Standing Committee on Railways and Shipping met this day at 11 


- o'clock a.m. The Chairman, Mr J. P. Howden, presided. 


The CHarrMAn: Order please, gentlemen. We have a quorum and we can 
go ahead. We were dealing with the Canadian National Railways’ report and 
we will proceed from where we left off yesterday. 

Mr. Vaucuan: I think we were on page 5 yesterday, just starting it. 

The CHAIRMAN: Yes, proceed. 

Mr. VAUGHAN: 

The present indications are that the traffic of the railway in 1943 will 
exceed that of 1942. This will call for even greater effort, but the 
directors have confidence in the ability of the system to meet the demands. 
made upon it. 

The railway continues.to be actively engaged in the manufacture of 
munitions of war, including guns and gun carriages. Cargo vessels of 
10,000 tons are being built in the company’s shipyards to meet wartime 
needs, and its drydock facilities are being used for repairs to ocean-going 
craft. 

The average number of employees, including express and telegraphs 
but exclusive of hotel and subsidiary company employees, was 94,592 
during the year. The total payroll was $177,042,773. 


Mr. Donnetty: Is that much of an increase in the number of employees? 
Mr. VaAuGHAN: Yes. In 1941 we had 89,536 and that was increased by 


‘approximately 5,000 over 1940. 


Mr. JAckMAN: How many of your employees have gone to the armed 
services, | presume it would be around 12,000 or 15,000? 

Mr. VaucHAN: From the railway alone, something over 10,000 have joined 
the armed services; and we have a good many of our people in the merchant 
marine service. 

Mr. JAcKMAN: It must be quite a problem to know what you are going to 
do about the men you are taking on now; and it will be even more of a problem 
when it comes to giving men who have returned from overseas their jobs back. 


What is your policy on that, your thought? 


Mr. VaucHaANn: That is something we will have to deal with when we come 
to it. We have promised our men who have gone overseas that when they return 
their old positions will be waiting for them and that their seniority would not 
suffer. 

Mr. JAcKMAN: That is good. 

Mr. Vauguan: We have also agreed to protect their pension status. 

Mr. JAcKMAN: That is fine. I think we are all heartily in accord with a 


_ policy of that kind. Have you made any promises to any of the people you are 


taking on the railways now as to what their prospects will be for continuing on 
after the war? Have you made any commitments? 
Mr. VaucHan: No, sir, we have not done that in any case. 
113 
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Hon. Mr. Hanson: How do you regard them, as temporary? 

Mr. VauaHan: As temporary; and if we require them to continue after the 
war they will become permanent. 

Hon. Mr. Hanson: You are going to have a problem when that arises. Have 
you given any consideration to or made any plans about doing your share of 
taking up the slack in unemployment in the nation; if as and when that time 
arrives? 

Mr. VaucHan: We have given that matter a good deal of consideration, 
Mr. Hanson. 

Hon. Mr. Hanson: All I can say is that if you have solved that problem 
you are entitled to your just reward. 

Mr. VaucHan: When the War is over, and the urgent need for men no 
longer exists, our men over sixty-five, who have been retained in service during 
the War, will be retired and it may be that in order to take care of our younger 
men, we may have to retire some men below the age of sixty-five. 

Hon. Mr. Hanson: Yes, that would be one factor; but they are still 
employable, are they not? 

The CHainmMan: May I ask this question: I understand there 1s a working 
arrangement with the Railway Brotherhood that after a man is in the employ 
of the company for six months he becomes permanent automatically. How does 
that apply in regard to war? 

Mr. VaucHan: That does not apply to them—if there is no place for them 
to work they will have to be released. 

Mr. Emmerson: But would they not retain their rights as to employment? 
They would still have their seniority. If you needed new men they would have 
first claim for employment when employment was available. 

Mr. VaucHan: Oh yes, they would be senior to anyone who came in after 
them. | 
Mr. Emmerson: That is what I understood, that they were callable when 
work was available for them. 

Mr. VauacHan: We hope that when business is normal again that we will 
have a substantial reserve with which to catch up on maintenance. 

Hon. Mr. Hanson: That will not be true of the running trade, that would 
be the mechanical trade? 

Mr. VaueHan: That is correct. 


Hon. Mr. Hanson: What is your big increase in, the running trades or the 


mechanical trades? 

Mr. Vaucuan: I will get those figures for you, Mr. Hanson. I think we 
have the figures some place and I will get them for you. 

Hon. Mr. Hanson: You will agree with me, will you not, that the big 
problem in this country is embarking upon full employment after the war. 

Mr. VauGHAN: Yes, I entirely agree. 

_Hon. Mr. Hanson: What is the view of the Canadian National Railways as 
to its functions and duties—if I may use that term—towards fulfilling that 
adequately? I ‘hope that the railway as a great national enterprise will use 
its best endeavours to adjust the question of employment so as to do its share 
toward that end, because I think that, notwithstanding all this talk about social 


security, employment is the fundamental thing that we must aim for in this 


country. 
Mr. Vaueuan: I think your are right. 
Hon. Mr. Hanson: This institution has its part to play. You can hand 


out all the insurance money you like, but nothing will take the place of 


employment. 
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Mr. Vaucuan: We dislike very much having to lay off men, but when our 
gross earnings are declining we must reduce our expenses. 

Hon. Mr. Hanson: You have a problem there. 

Mr. Vaucuan: Unfortunately, that automatically brings about a reduction 
in the staff. 

Hon. Mr. Hanson: Yes, there are no new enterprises on which you can 
embark; that is your limitation. 

Mr. Vaucuan: I do not know what the policy of the government will be 
after the war, but if they intend to carry on works in order to assist in taking 
up the slack of unemployment, and if they would allocate specific sums to 
the two large railways, I am sure we would see that the money was spent to 
the best advantage and in a way that would give the greatest amount of em- 
ployment and provide useful facilities. 

Hon. Mr. Hanson: Yes. Would you think it was part of your duty to 
lay plans towards that end and indicate policies to the government in that 
regard? 

Mr. VaucHan: As a matter of fact, Mr. Hanson, we have a committee 
working on that. 

Hon. Mr. Hanson: That is good. I am glad to hear it; because I hope this 
thing will not be left to the brain-trusters of the country; enterprise, business, 
has got to do 9/10ths of this job. 

The CuarrMan: In the matter of railway replacements, it would make very 
little difference whether you made those yourselves or paid for them, there 
would be the same amount of labour in either case. Would there be any very 
great difference in cost? Would it cost you as much to build them as to buy 
them? , 

Mr. Vaucuan: There is not much difference. 

Hon. Mr. Hanson: If the facilities are not available and the cost is a 
factor, it would be better not to embark on new enterprises of that character? 

Mr. VaucHan: If we were to start in on the wholesale building of equip- 
ment, we would need additional facilities and we do not want to spend the 
money that would be required for them. 

Mr. McCutuiocu: Your equipment will be pretty well run down. 

Mr. VauaeHan: As [| said yesterday, we are keeping our equipment in 
serviceable condition, but there will be some heavy repairs to be made after 
the war. | 

Mr. McCuutocu: I understand there is a lot of steel that you cannot get 
now. 

Mr. Vaucuan: That is correct, it is very difficult to get steel. 

Hon. Mr. Hanson: In your financial set-up are you privileged to lay up 
any reserve against that day when we will have to take up this additional main- 
tenance and this repair work? 

Mr. VauGHan: We set aside this year—at least, in 1942—$12,500,000 for 
deferred maintenance which we have charged into our operating expenses. We 
will have that money available to spend later on and it will not at that time 
have to go into our expenses again. 

Hon. Mr. Hanson: That is a good policy. I think that is very sound. 

Mr. VauGHaNn: Yes. | 

Mr. Donnetuy: Can you give us any idea as to how many new men you 
have had to employ for military work, government work? 

Mr. VaueHan: That would be very difficult to estimate. I think I better 
file with the committee a statement of the number of employees for the last 
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ten years or so. We have, for instance,—in response to your question—we have 
1,900 men in our munitions plant in Montreal. 

Hon. Mr. Hanson: Of course, that will automatically stop some day. 

Mr. VauGHAN: Quite. 

Hon. Mr. Hanson: That is a subsidiary company, isn’t 1t? 

Mr. VauGHaNn: It is a government company. 

Hon. Mr. Hanson: You are operating for them? 

Mr. Vaucuan: Owned entirely by the-government; we are charging a fee 
for supervising the operation. 

Hon. Mr. Hanson: Yes; you do not feel the same responsibility for them 
as you have for say railway employees. 

Mr. Vaucuan: No, we do not; although I want to say this, that a, number 
of our own men had to be put into that plant to get it started. 

Mr. JAcCKMAN: Loaned, so to speak. 

Mr. VaucHAN: I mean, expert mechanics. | 

Hon. Mr. Hanson: As to those employed in this munition factory; do 
they have any seniority rights on the road? 

Mr. VaucHan: No. 

Mr. JackMAN: They are hired outside the railway? 

Mr. VauGHAN: Yes. 

Hon. Mr. Hanson: They are not railway employees. 

Mr. VaugHan: No; but our railway employees who went in there to 
work temporarily will not lose their standing with the railway. Any new 
employees taken on will not be considered railway employees. 

Mr. JackMAN: Referring to that last paragraph which you just read, 
as to the number of employees in subsidiary companies; does that refer only to 
hotels, or to these crown companies you are running? 

Mr. VaucHan: We do not put in any of the National Railway Munitions 
plant employees; we do not include any of the employees of Montreal Fruit 
and Produce Company or of the Montreal Stockyards— 

Mr. JAcKMAN: But all the hotels? 

Mr. VAuGHAN: —or the persons at the Prince Rupert Dry Dock company 
or places like that. 

Hon. Mr. Hanson: You do not include companies wich you control as 
subsidiaries. 

Mr. VaucHan: No. ; 

Mr. JackMAn: But you do include the hotels and your regular sub- 
sidiaries? 

Mr. Vaucuan: I will ask Mr. Cooper to answer that. 

Mr. Cooper: No, sir. We do not include in the number of employees 
those engaged in ancillary services including hotels. 

Mr. JAckMAN: Before you leave that particular paragraph entirely: with 
respect to the relationship between revenue and expense, 1s it very hard to 
find a standard of comparison between the C.N.R. either in this country or in 
the United States? I was wondering if you could say anything as to whether 
or not the C.N.R. has got as much, or more, or less of the gross revenue to net 
as compared let us say to the C.P R. or to some of the large American railways. 
How much of your gross have you got to net relative to other railroads? 

Mr. VaucHan: I think Mr. Cooper has some figures on that. 

Mr. Coorrr: Well, in comparison with the Canadian Pacific we had an 
increase in gross of $71 000 000 of which $20,000,000 was reflected in net. 
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Mr. JackmMAN: That. is in the year— 


Mr. Cooper: That is in 1942 as compared with 1941. The Canadian Pacific 
had an increase in gross of $36,000, 000 and they carried to net an additional 
$11,200,000. 


Mr. JACKMAN: Your gross you said was $71,000,000—and how much did 
you say your net was? 


Mr. Cooper: Our additional net was $20,000,000. 


Mr. Jackman: So the C.P.R. carried a third and you carried about 30 
per cent—just a little bit less. 


Mr. Coorrr: The relationship is very similar, as a matter of fact. 


| Mr. Jackman: The C.P.R. had a net of a third of the $36,000,000 gross; 
they had a net of $11,200,000. 


Mr. VaueHan: It is almost impossible to make comparisons with the 
C.P.R., unless we know what is included in their expenses, and unless they are 
quite comparable with ours. 


Mr. JAcKMAN: I realize that, but what we were talking about before 
was, is there any way of getting a comparison. After all, all of these differen- 
tials have been there in the past and now we have a war which brings about 
an increase.. Could we not reach a reasonably fair basis of comparison? 

Mr. VaucHan: We have no idea what amounts they charged into deferred 
maintenance or to other accounts. To-day we are charging into our accounts 
$24 500,000—deferred maintenance, writing down inventories, extra depreciation 
and things of that kind; that is reflected in our operating ratio. 

Hon. Mr. Hanson: They are a taxed company and you would expect them 
to charge all the traffic could bear. 

Mr. VaucHan: I think they are capable of looking after themselves. 

Mr. Jackman: If you had charged off items as reserve, for instance that 
$24 000,000 figure, it would be good policy if you would put that in your revenue 
or in your income statement. 

Mr. Coorrer: Oh yes, it is all in our income statement. 

Mr. JAcKMAN: You have? 

Mr. Coorrr: Yes. I do not think what the company charges into its 
accounts is controlling as’ to what enters into taxable income. For example, 
we have taken up $12,850,000 for deferred maintenance. 

Mr. JACKMAN: Yes. 


Mr. Cooper: Now, certainly if we were in the United States, the Internal 
Revenue department would not ‘admit that item in computing taxable net 
income. 


Mr. JAcCKMAN: You mean they would not allow it all? 
Mr. Cooper: No. 
Hon. Mr. Hanson: They would not? 


Mr. Cooper: No. And I may add this, assuming we fixed in our judg- 
ment what we regard as the correct depreciation percentage, in turn the 
Internal Revenue department would restate those percentages, to what they 
considered were the correct percentages and in general amounts which they 
allow for tax perp ees would be less than the carrier or company might think 
proper. 

Mr. JAcKMAN: In other words you might have carried a net that would 
have been greater than would have been allowed by the Department of National 
Revenue, with the result that your published statement would not conform with 
your tax statement. You would not be allowed to charge off so much, and 
you would have to carry more of a profit, would you not? 
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Mr. Coorer: No, I do not think the income tax people dictate what is 
reported in the company’s accounts as revenue, expense, income, or anything 
else. For tax purposes they define what is taxable income and what are 
allowable deductions; and they may agree, or they may not agree, with what 
you include in your accounts. 

Hon. Mr. Hanson: Oh yes, that is not a bad practice. Now I am speak- 
ing with proper reserve and with some deference; but I have been on a number 
of boards and I know we go into this thing very carefully, particularly the 
final accounts for the year; and the directors question them and they also 
question the treasury department as to how they will go with the income 
tax people, and they always say that this will be allowed and that will be 
allowed; and we never try to put anything into the shareholders’ statement 
that we are not reasonably certain will be agreeable to the income tax people. 
You are taking the view that a private company’s statement of accounts to 
shareholders is not controlled by that. 

Mr. Coorrr: That would be my general view, yes. 

Hon. Mr. Hanson: Have you anything to base that on besides your 
opinion? 

Mr. Cooprr: My opinion is based on my experience with respect to our 
American railways. 

Hon. Mr. Hanson: Oh, yes. 


Mr. Cooper: We have to go before the International Revenue department 
in Washington and discuss these matters there. 

Hon. Mr. Hanson: And they are a pretty hard-boiled lot. 

Mr. Cooper: They are. Let us say in the matter of depreciation we decide 
on 4 per cent as being a correct charge to set up against locomotives. They 
might say to us it should be 24 per cent and they will strike out of our accounts 
for the purposes of taxation the 14 per cent which they consider excessive. After 
all, if a company were permitted to pay taxes on what it thinks is its net 
income, I don’t know how you would be able to finance a war. 

Hon. Mr. Hanson: We can draw our own inference. 

Mr. VaucHAN: I think, Mr. Hanson, it depends on the result the company 
wants to show. . 

Hon. Mr. Hanson: It is a legitimate thing when you are dealing with a 
taxing authority to make fair and reasonable deductions. I want to say that 
I never saw any crime in trying to keep down taxation on the part of anybody. 

Mr. Cooprr: We have reached the stage in our U.S. companies—and I 
think it is a general situation,—that we maintain two sets of accounts, one 
which is that of the corporation and the other-to disclose the taxable income. 

Hon. Mr. Hanson: That is not my experience. 


Mr. Coorrr: On that, sir, the taxable income permitted by the Internal 
Revenue department is generally more favourable to the government than 
the company’s statement. 

Hon. Mr. Hanson: I gathered that. 


Mr. Cooper: So when you said it is not permitted here I think it would 
be the other way about. I think they would rather encourage the re-stating 
of the accounts for tax purposes on a more favourable basis than shown in 
the company’s accounts. 


Mr. JackmMAN: Mr. Cooper, may I ask you this? Let us take that particular 
item in regard to the establishment of a reserve to cover repairs and renewals, 
$12,850,000; in your opinion that would not be allowed to a private company. 
If you had not spent the money during the current year then these items 
of repairs and renewals could not be set up as a reserve and charged to the 
current year’s operations before you arrived at your net income? 
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Mr. Cooper: For tax purposes? 

Mr. JACKMAN: Yes. 

Mr. Cooper: I can say in the United States the Internal Revenue depart- 
ment has already given a ruling on the matter of deferred maintenance. They 
have issued a ruling that amounts entered into the carrier’s accounts as deferred 
maintenance will not be recognized as deductions from income in arriving at 
the taxable net. 

Hon. Mr. Hanson:. That is a pretty severe ruling. 

Mr. JAcKMAN: In these times. 

Hon. Mr. Hanson: When you need the maintenance and when you just 
cannot expend the money they rule that out? 


Mr. Coopmr: Yes, sir. 

Hon. Mr. Hanson: I think they are a little more liberal down town here. 

Mr. Coorer: I have in my papers here a brief which the American Railway 
Association submitted to the Internal Revenue department in Washington on this 
very matter. It is a rather long brief, and I would not trouble the committee 
with it, but if Mr. Hanson or Mr. Jackman would like to read it I would be glad 
to show it to them. 

Hon. Mr. Hanson: I would like to read it all right. I am not sure I would 
understand it. 

Mr. JACKMAN: We would rather have your expert opinion. Then it is likely, 
in your opinion, Mr. Cooper, that our department here would rule somewhat 
similarly to the United States Internal Revenue department? 

Mr. Coorver: I would not like to say what they would do. 

Mr. JAcKMAN: Let me ask you this then. Do you believe that the setting 
up of this reserve on the two items of repairs and renewals, $12,850,000 constitutes 
necessary reserve and measures the wear and tear during the operating year, 
1942, or is it something which, because you are doing very well, you have set 
up for fear the evil day strikes you? Is it actual or just an extra reserve which 
you do not need but you are in a position to set it up and very wisely and 
conservatively you are doing so? 

Mr. Cooper: I would like to answer that question. As an accountant I think 
the establishment of a reserve by a charge to operating expenses is essential if 
the accounts of the company are to be stated correctly. I think if there is a 
certain portion of the cost of operation that is not being paid currently, but is 
nevertheless taking place, that the accounts should reflect that fact. 

Hon. Mr. Hanson: I agree with you absolutely. 

Mr. Cooper: What was the other half of the question? 

Mr. JAcCKMAN: That answers it. j 

Mr. Coorrr: The other half of the question was as to whether the amount 
was adequate or proper in relation to the physical conditions. I am quite sure 
you would not take my opinion as an accountant as to the amount of deferred 
maintenance from a physical point of view. That is a matter for the engineers. 
It is a matter for the technical officers. Mr. Walton could answer that question 
better than I could. | 

Mr. Watton: I may say we have gone to a good deal of trouble to establish 
what we think is a fair estimate in that connection by securing reports from each 
of our regions as to work necessarily deferred on account of shortage of labour, 
shortage of material, or whatever the cause may be, both in respect of main- 
tenance of way and maintenance of equipment, and this figure that we are 
including this year is the result of that actual survey by the men in charge of 
the different departments and regions. 


120 STANDING COMMITTEE 


Hon. Mr. Hanson: I suppose you know, Mr. Walton, that our Department 
of National Revenue have been examining certain companies over a period of 
ten years with respect to their charges of maintenance and repairs as against 
operations rather than applying them to capital? It may be news to the public 
but they have had down through the paper companies a staff of engineers 
examining particularly almost every item charged for maintenance and repairs 
to operations, which is the proper place, in my judgment, to see if some of them 
should not be charged to capital. That is a pretty sever attitude to take. Of 
course, you do not have to meet that condition. 

Mr. Watton: No, we are pretty well standardized. The records are open 
as far as that goes, and it is standard practice. 

Hon. Mr. Hanson: I think you would have to substantiate it in full, but 
it is true that during the depression years you did not make proper maintenance 
of your branch lines. 

Mr. Wauton: We did not advance our position at all. 

Hon. Mr. Hanson: Your position on the branch lines deteriorated. 

Mr. Watton: Yes. 


Hon. Mr. Hanson: It was inevitable under the circumstances. Probably 
you could substantiate a very large sum. 


Mr. Vauauan: What I would like to make clear is that we did not just pick 
that amount out of a hat. We went into it very carefully. Mr. Walton went 
into it with his officers, and we had a round-table discussion and went into 
every item that makes up the amount. 


Mr. Jackman: Of course, looking at the appendix to the report they spent 
on maintenance of way and structures $57,000,000 odd against $47,000,000 in 
the previous year but even that does not begin to measure the physical deterior- 
ation. 

Mr. Watton: That does not keep pace with the increased wear and tear on 
account of added traffic. 

Mr. JAcKMAN: It 1s quite possible, as Mr. Vaughan just stated, to build 
up a fairly meticulous account and arrive at the figure which we have of 
$12,850,000. I do not mean that it is exact, but it is quite capable of reasonable 
proof before reasonable people. 


Mr. VaucHan: I would like to say this that the additional amount we spent 
on maintenance does not represent the difference it would in normal times 
because wages and cost of living bonus have gone up and materials have 
increase, and that is responsible for the increased totals to a considerable extent. 


Mr. Watton: Just to clear up a point that Mr. Jackman raised; you 
mentioned $57,000,000 versus $47,000,000. That $57,000,000 includes deferred 
maintenance in 1942. 

Mr, JAcKMAN: Oh, it does. 


Mr. Warton: Just about halfway down, $4,350,000; if you take that out 
you have a spread of about $6,000,000 rather than $10,000,000. | 


Mr. Jackman: I think the railway has done the right thing in setting up 
a reserve for this purpose. 


The CuarrMAn: I think perhaps we had better consider the report when we 
come to it. Shall we proceed? 


Mr. VaucHan: I have the employees here now if you would like to have 
them. I think Dr. Donnelly asked that question. In 1942 we had on main- 
tenance of way 22,435 employees, and in 1941 we had 22,255. On maintenance 
of equipment we had in 1942, 23,768 as against 22,608 in 1941. Then we had in 
the transportation department—other than train crews—11,340 in 1942 as 
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against 10,432 in 1941. Then we come to train end engine crews, conductors; 
we had 15,101 in 1942 against 14,001 in 1941, the total being 94,592 in 1942 
against 89,536 in 1941. 

Mr. Watton: In addition to those numerical comparisons all short time 
has been eliminated. ‘The men are working full time now so there is something 
else in addition. 

Mr. JAcKMAN: Reverting to the other subject we were on, the increase in 
the gross carried to net appears to be fairly comparable without getting the 
exact percentage between the two big railways in this country. Do you know 
how it compares with those three:lines in the United States which are larger 
than the C.N.R. in gross intake? . 

Mr. Coorgrr: I would be very glad to give you a little statement making that 
comparison. I do not have it here. 

Mr. JACKMAN: I realize it may not be exactly fair but 1t is perhaps the best 
we can get in the way of a comparison. 

Mr. VAaucHan: Their density of traffic is very much greater. Take the 
Pennsylvania railroad; they earned $830,000,000 odd on a mileage of 10,000. 
We have to operate nearly 24,000 miles to earn less than half that. 

Hon. Mr. Hanson: There is no doubt about that. That is a very vital 
factor. 

Mr. VAuGcHAN: Yes, very much indeed. 

Mr. Frertanp: Mr. Vaughan, I would like to go back to the transportation 
situation and ask you if the company has decided to put into operation again the 
three or four daily passenger trains running from Montreal, Joliette and 
Chicoutimi that have been cancelled for some time? 


Mr. Vaucuan: That matter is under consideration. I think it is quite 
likely that before long those trains will be restored. 


Mr. Fertanp: Would you kindly make a statement as to the reason why 
those trains were discontinued? 


Mr. VaucHaAN: The reason that those trains were taken off was on account 
of the accumulation of freight during the very severe weather. Also because of 
not having enough engines in that territory to handle the regular passenger 
trains and all the extra freight trains that were waiting to move. 


Hon. Mr. Hanson: An abnormal condition. 


Mr. VAUGHAN: Yes, it was a very abnormal condition. The weather was 
exceedingly severe and the arrangement was made after discussion with the 
transport controller. It was felt it was a very necessary thing to do. 


Mr. Feritanp: I am informed you have had an increase of very heavy 
traffic due to the construction of the Shipshaw barrage and then you have to 
carry bauxite imported from the United States to the Aluminum Company, but 
do you expect those conditions will be improved? 


Mr. VAUGHAN: We expect that the aluminum traffic will keep up. In 
addition to bauxite there is a tremendous amount of other traffic. In discussing 
the matter with the Aluminum officials we find there are about 170 carloads 
that it is necessary to take into Arvida every day to make alumina without 
taking into. account all the incidental material that the Aluminum Company 
need in the way of oils and coal and everything of that kind. The Aluminum 
Company probably requires itself about 200 carloads a day without taking into 
consideration at all the requirements of the hundred odd thousand people up 
there living between Chicoutimi and Dolbeau. 


Hon. Mr. Micuaup: Mr. Ferland, during this winter on the single track 
there has been an average of 271 cars of freight a day hauled from Riviére 4 
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Pierre on to the Chicoutimi area. That is to meet the requirements of the 
industries and the population. Out of that thirty carloads of provisions a day 
have to be taken in to feed the population in that area, and owing to the grades 
only fifteen cars of freight can be taken with a locomotive over a distance of 
I do not know how many miles, but there are very heavy grades, so it gives you 
an idea why all the motive power had to be taken and devoted to hauling freight 
to meet those requirements. Then the railway had to contend with weather 
conditions besides that. 
Mr. VAUGHAN: 

Freight revenue increased $48,870,000, or 20.4 per cent over the 
previous year. Passenger revenue increased $16,403,000, or 51-4 per 
cent. Corresponding increases are reported in the other revenue accounts 
such as mail, express, sleeping car, dining car, and commercial telegraphs. 


Hon. Mr. Hanson: Which are the systems that exceed yours in gross? 

Mr. VauGcHAN: The three systems exceeding us in gross are first, the 
Pennsylvania; second, the New York Central, and third, the Southern Pacific. 
We were third until all this war traffic came along for the Southern Pacific. Of 
course, they serve that whole territory on the Pacific coast where a large number 
of war industries are located. 

Effective March 18, 1942, freight rates were increased in the United 
States by 6 per cent on all commodities, except agricultural products, 
livestock and low grade products of mines including coal, on which 
commodities smaller increases were granted. The Board of Transport 
Commissioners authorized corresponding increases in the Canadian pro- 
portion of through rates on international traffic. As of February 10, 1942, 
passenger fares were increased by 10 per cent on United States lines. 

Hon. Mr. Hanson: You only got the corresponding increase in international 
traffic. Have the railways made any application for an increase in Canada? 

Mr. VaucHan: No sir, we have not. 

Hon. Mr. Hanson: I thought that was in the offing. 

Mr. VAUGHAN: We have not made any application for an increase. 

Mr. DonNELLY: Why? 

Mr. VAUGHAN: Our average per ton mile rate is and has been lower than the 
United States for many years, but we have not found it necessary as yet to 
apply for an increase in freight rates. 

Hon. Mr. Hanson: Of course, your necessities are not quite as great. You 
do not have to pay $15,000,000 to $18,000,000 a year income tax. However, 
you are not applying. 

Mr. VaucHAN: No, sir. 

Mr. JAcKMAN: What are the reasons in the United States which make the 
application, and the granting of the application, for an increase in freight rates 
applicable there which might not be applicable in this country, Mr. Vaughan? - 
Are the conditions not very similar? 

Mr. VaucHan: The labour. board in Washington granted an increase in 
wages to the employees of the United States railroads. The increased cost of 
materials was substantial there the same as here. This increase in rates was 
allowed them to take up part of that increased expense. 

Mr. JAcKMAN: The increase in the cost of materials is common to both 
countries? 

Mr. Vaucuan: I think so. 

Mr. JAcKMAN: Is the increase in wages common? 

Mr. VAuGHAN: Our cost of living bonus pretty well offsets their increases: 
over there. : 
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Hon. Mr. Hanson: Does it? What does the cost of living bonus cost you? 

Mr. VAucuHAn: It is in the report. The cost of living bonus cost us last year 
$15,548,595. In addition to that we paid increased wages on our United States 
lines which amounted to $2,639,148, so our increase in wages was really 
$15,548,595 plus $2,639,148, something over 18,000,000. . 

Mr. JACKMAN: You are not suggesting there is anything in the United 
States picture which entitles them to a 6 per cent increase in rates that does not 
obtain in Canada? 

Mr. VauGHAN: I would rather not make any remarks on that. 

Mr. JAcKMAN: I am only asking for facts. I am sure I do not know. 


Mr. VaucHan: The fact is they got an increase, and I presume they were 
justified in applying for it or they would not have got it. 

Mr. Jackman: I do not doubt that. The I.C.C. is not handing out some- 
thing for nothing. At the same time I am asking are there conditions, to your 
knowledge—and I am sure you must know—applicable in the United States 
which entitled them to an increase and the same conditions are not applicable 
here? 

Mr. VAauGcHAN: I think proportionately, the same conditions exist here. 


Hon. Mr. Hanson: That would be natural. What is the difference in the 
grain rates between Canada and the United States? 

Mr. VauGcHAN: I could not say that offhand. As you know, every bushel 
of grain we move from Montreal to Halifax and Saint John we move at a loss. 
We do not even get our wages and material out of it. 

Mr. Donnetuy: But going from Montreal to Winnipeg you get the same 
practically as they do in the United States? 

Mr. VaucHan: I have not got the rates here. 

Mr. DonnELLY: Going west, I mean. 

Mr. VaucHan: I think perhaps it is fair to say our local interior rates might 
be somewhat similar to the rates on the American lines but, of. course, our export 
rates are very, very low. 

Hon. Mr. Hanson: That statement you made about hauling from Montreal 
to the maritimes just illustrates how geography operates against the maritimes. 

Mr. VaucHAN: Portland was the port of the Grand Trunk, as you know, 
before consolidation. Portland is just 300 miles from Montreal. We switched 
much traffic to Canadian ports and now we haul that grain into Saint John and 
Halifax—in the case of Halifax, over 800 miles—for the same rate as we hauled 
it to Portland, 300 miles. 


Hon. Mr. Hanson: Of course, the government give you a little subsidy on 
that. 


Mr. VaucHan: Even taking that into account. 
Hon. Mr. Hanson: It is still a loss? 
Mr. Vaucuan: It is still at a loss. 


Hon. Mr. Hanson: Do you say that with the assistance under the Maritime 
Freight Rates Act added in you are still hauling that grain at a loss? 
Mr. VAUGHAN: Yes, sir. | 


Mr. Cooper: I may be wrong in this but I think, Mr. Hanson, that the 


Maritime Freight Rates Act applies only to freight local to or outbound from 
the maritime provinces. 


Hon. Mr. Hanson: You are probably correct. It is a long time since I 
looked at it. 
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Mr. VAUGHAN: 

Operating Expenses.—Operating expenses totalled $288,998,000, an 
increase of $51,230,000 or 21-5 per cent. The operating ratio in 1942 was 
76:93 per cent, the. lowest on record. 

The wartime cost-of-living bonus cost the railway $15,449,000, of 
which $13,695,000 was charged to operating expenses. Wage rate 
adjustments under the United States railway labour mediation agreement 
cost the railway $2,639,000, of which $2,435,000 was charged to operating 
expenses. 

Hon. Mr. Hanson: Your operating ratio is very much improved? 

Mr. VaucHan: Yes. 

Hon. Mr. Hanson: 72-12 in 1941. 

Mr. Coorrer: In 1941 it was 78-12 and in 1942 it was 76-93. 

Mon. Mr. Hanson: 1940? 

Mr. Cooper: In 1940 it was 81-82; 1931, it was 99-4; 1931 was the highest. 

Hon. Mr. Hanson: That was your bigness point. T hat was a bad year. 

Mr. Cooprr: Very bad. 

Mr. Vaucuan: “ The cost of protecting the railway against possible sabotage 
was $683,000 against $552,000 in 1941. This expense is absorbed by the railway 
as an operating cost.” 

Hon. Mr. Hanson: That is a war expenditure. Would not the nation 
bear that? 


been able to persuade them to. 
Mr. Donnetuy: Do the other railways have to pay the same for their 
protection? 
Mr. VAuGHAN: Oh, yes. 

Hon. Mr. Hanson: The government refused to recognized any responsibility 
for that protection? 

Mr. VaucHAN: Yes. I did not quite catch Mr. Donnelly’s question. 


Mr. VaucHaNn: We have done our best to have them do so, but we have not. 


Mr. Donnetiy: Do the C.P.R., for instance, have to pay for their own © 


protection? 

Mr. VaucHan: Yes, the C.P.R. have to pay for their own protection, hed 
they do not spend much more than 10 per cent of what we do because we have a 
ee Se vulnerable points, and we protect our lines to a greater extent than 
they do. 

Hon. Mr. Hanson: I notice that since the United States came into the 
war they are protecting bridges and international boundary points with troops. 
I happened to notice that one day. The bridge I have in mind was guarded by 
coloured troops at government expense, so they have recognized the principle. 

Mr. VaucHan: They have different arrangements in different states. 

Hon. Mr. Hanson: In different states? 

Mr. VauGcHan: Yes. 

Hon. Mr. Hanson: It is a national problem, though. 

Mr. VauGHAN: Yes. 


Hon. Mr. Hanson: They do get some assistance from governmental author- _ 


ities in the United States which is denied in Canada? 


Mr. VaucHAN: Correct. At some points on our line in the Prince Rupert 
area the mounted police are protecting— 
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Mr. Watton: Yes, there are a few other areas which are considered possibly 
more hazardous where the government does the protecting. They are restricted. 
In most cases we have to take it on at our own expense. 

Hon. Mr. Hanson: Have you had any sabotage at all? 

Mr. Vaucuan: No. I do not think we have had any sabotage. 

Hon. Mr. Hanson: There was some in the. last war.. The Vanceboro 
bridge was blown up. 

Mr. VauGcHaN: Yes, I know. : 

Hon. Mr. Hanson: But you have made representations to have the govern- 
ment pay part of the expense? 

Mr. VauGcHAN: Yes, we have represented that it is an expense they should 
bear. 

Mr. Hanson (Skeena): They do at some places. 

Mr. Wauton: At hazardous places they do it, but there are only a few of 
those, and the rest is our responsibility as the matter now stands. 

Mr. SuHaw: Have you a break-down of that $683,000 somewhere in the 
report? I think that would give us a more complete picture of the whole thing. 

Mr. Vaucuan: I do not think I have a break-down here, but I can get it 
for you. 

Hon. Mr. Hanson: What would be the benefit of that? 

Mr. VaucHAN: Do you want to know where these men are employed? 

Mr. SHaw: What I have in mind, Mr. Chairman, is this: we are given to 
understand that on certain main line bridges, for example, government protection 
has been provided—at least, I have been told by officials of the government— 
and I was trying to have some consideration given to certain points where there 
are bridges over which a considerable quantity of steam coal goes. I was informed 
that while the government is providing some protection that protection was given 
only on the main line. 

Mr. VaucHan: The protection they provide is very restricted. I doubt 
if the censor would want us to give any information as to where these guards are. 


Mr. SuHaw: I would not expect to get that information. 


Mr. VaucHAN: Generally speaking the work is done by ourselves. I do 
not know how many instances there are where the government provide the 
guards, but we could give that information to you. 


Hon. Mr, Hanson: The government have refused to recognize any respons- 
ibility except in a few isolated cases; the management have to assume the 
responsibility and must make the decision as to what they will do, and we 
cannot help them in that regard. 

Hon. Mr. Micuaup: There is a committee of civil servants and mounted 
police whose duty it is to look after the protection of vulnerable spots in Canada. 
The civil servants work with the mounted police and all the defence departments, 
and they have made rulings and they have selected points which are protected 
by certain agencies. 

Hon. Mr. Hanson: But mostly at the expense of the owners. 

Hon. Mr. Micuaup: It works three ways. 

Hon. Mr. Hanson: Mostly at the expense in this case of the railway. 

Hon. Mr. MicHaup: Yes. 

Hon. Mr. Hanson: It seems to me that this is a national obligation and 
the railway ought to be relieved of it. 

Hon. Mr. Micuaup: The committee has selected certain points which are 


protected at federal expense. 
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Mr. Vaucuan: ‘Deferred repairs and renewals: last year’s report gave an 
indication that shortages of labour and materials for repairs and renewals were 
becoming evident and would increase as the available supplies were diverted to 
war purposes. During the year the difficulties in this respect have increased. 
Under these conditions, repairs and renewals not immediately essential have 
had to be deferred. Within the railway itself, priorities and the most rigid mea- 
sures of control over maintenance expenditures have had to be enforced to the 
end that the limited supply of labour and materials shall be utilized primarily 
to maintain the railway in condition to render effective service to the national 
war effort.” 

Hon. Mr. Hanson: That is an important point. Have you made any repre- 
sentations to the government or the Department of Labour as to maintaining 
your labour position, in order to maintain the railway, to use your own words, 
“in condition to render effective service to the national war effort’’? 

Mr. VaucHaNn: Yes sir, we have. The C.P.R. and ourselves made joint 
representations to the Labour department and we have outlined to the Labour 
department the specifie positions which we think should be exempted. 


Hon. Mr. Hanson: And with what result? 

Mr. VaucHan: The matter is under consideration. 
Hon. Mr. Hanson: Still under consideration? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: That is the classic answer. 


Mr. Jackman: You read the words, “....labour and materials shall be 
utilized primarily to maintain the railway in condition to render effective service 
to the national war effort.” I presume that there are some things you have in 
mind which you can defer because you can get along without them, but which 
ordinarily you would fix up. You are confining yourself there to the bare bones 
for the necessitous operations for the war effort. I presume that is the way in 
which you built up that amount of $12,850,000 for repairs and renewals—things | 
which should ordinarily be repaired for sound and safe maintenance but which 
you were able to get along without and do so on account of shortages? 


Mr. Vaucuan: All those matters were taken into account in arriving at 
that charge. We had another objective in view too: we did not want to use 
anything that was required for war purposes or that might be needed elsewhere, 
such as lumber and other things; we have tried to keep our requirements down 
to the minimum. ; 

Mr. Jackman: I was wondering if you could give us an example of some- 
thing which would ordinarily be repaired during the year but on account of 
shortages of lumber and materials you are able to defer until some future time 
and still get along quite safely; and yet you have made provision in your 
accounts to pay for that when the time comes? 

Mr. DonnetLy: Painting stations and things like that. 


Mr. Watron: The painting of buildings and the painting of steel structures, 
rail renewals which possibly should be done but can be deferred; ballasting 
operations. With the number of locomotives that are required for traffic we are 
putting forth our best effort to get by without a heavy re-ballasting program on 
many of the lines. Probably that is what you might term half a job. 

Mr. Jackman: There is a whole multitude of small items which you can 
defer but which ordinarily would be handled within the year? 

Mr. VaucHan: Yes. 


Mr. JAcKkMAN: I understand that one lumber company—at least a tie 


company was forced to close down because they could not get men, and that the 
railways are clamouring for ties; is that so? 
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Mr. VAUGHAN: We are getting the ties we need. We have had difficulty in 
getting them. But we have a substantial supply of ties on hand. Owing to 
the fact that we have been putting in more treated ties for a number of years 

back our tie requirements are not nearly as great as they were ten years ago. 


Mr. DonNELLY: What percentage of ties are treated ties? 

Mr. Vauauan: At the present time it is something around 50 per cent. 

Mr. DonNELLY: Creosoted? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: That is an interesting statement. I remember years 
ago when the railways were having to erect barricades against people who 
wanted to supply ties. 

Hon. Mr. Micuaup: That was not very long ago either. 

Mr. Jackman: Are you drawing on your inventory of ties? 


Mr. VaucHan: No, I do not think we have been required to do that yet; 
we are getting enough currently to meet our requirements. 


Mr. JAcKMAN: The requirements you put in, but not the ones you would. 
like to put in? 

Mr. Vaucuan: Yes. Of course, we cannot tell what our total tie deliveries: 
we will get until the spring. | 

Hon. Mr. Hanson: Are you paying a fair price? 

Mr. VAUGHAN: Yes, sir, we always pay a fair price. 

Mr. JAcKMAN: Do you foresee a shortage? 

Hon. Mr. Hanson: Is there a ceiling on ties? 

Mr. VaucuHan: No, there is not. The price of ties has been raised very 
eee ae and the increase has been permitted by the Wartime Prices 

oard. 

Hon. Mr. Hanson: I am glad to think that there is one place where the 
primary producer is getting a break. 

Mr. Jackman: Do you foresee a shortage if the war continues for another 
three years, say? : 

Mr. VaucHan: I think if the war continues that long it will perhaps be 
difficult to get all the ties we need; then we will have to draw on our inventory. 

Mr. JackMAN: Have many of the usual sources of supply dropped out in 
the present year? 

Mr. VauGcHan: Yes, sir, there are quite a few people who did supply us with 
ties who apparently have gone into a more profitable business now. 

Mr. JAckMAN: Any business at all, in some cases, because there is no man- 
power. You are not worried about the manpower situation in regard to the 
making of ties, are you? 

Mr. Vaucuan: Not at the moment. 


Hon. Mr. Hanson: The railway always got its ties pretty cheaply, and I 
do not blame any tie producer for dropping out if he can find any other place 
to go. 

Mr. VaucHan: There was always a relationship between the price of ties 
and the price of lumber. 

Hon. Mr. Hanson: Not very much. 

_ Mr. Vaucuan: And there is a big advantage to a tie operator getting a 
railway contract. 

Hon. Mr. Hanson: I always thought it was refuge for the distressed. 

. Mr. Emmerson: The picture has changed since they went into hardwood. 
ies. 
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Mr. VAUGHAN: 


To the extent repairs and renewals, not immediately essential, have 
been deferred it has been considered both proper and advisable to estab- 
lish a reserve therefor, created by charges to operating expenses. Such 
charges give recognition to costs related to the revenues of the current 
year and the reserve provides a means of avoiding the charging of 
these against the revenues of subsequent years. This accounting pro- 
cedure is consistent with recently issued Interstate Commerce Com- 
mission regulations for United States railways. Based on estimates 
prepared by the technical officers of the railway, the amount carried to 
reserve was $12,850,000 of which $4,350,000 was for track and structures 
and $8,500,000 was for rolling stock and shop machinery. 


Mr. JAckMAN: Yes, such charges are related to revenue; that is the point 
I was trying to develop a while ago; “such charges give recognition to costs 
related to the revenues of the current year—” And then you go on to speak 
of your reserve for track and structures and your reserve for rolling stock 
and shop machinery— 

Mr. Cooppr: They both run Popatiee, Mr. Jackman; additional traffic 
naturally increases the amount of wear and tear and consequently the amount 
of depreciation on the property. 

Hon. Mr. Hanson: This seems to be based on a recognition of costs: is 
that the principle? 

Mr. Wauton: They are really costs that should have been and would 
have been in this year’s operation had materials been available and had the 
level of traffic been such as to permit of the work having been done; that is 
really the picture. 

Hon. Mr. Hanson: Oh yes. 


Mr. JackMAN: And you say there, “this accounting procedure is con- 
sistent with recently issued Interstate Commerce Commission regulations for 
United States railways.” I thought you said they would not allow it? 

Mr. Cooper: The authorities do not allow it for income tax purposes, 
but the Interstate Commerce Commission by their accounting regulations now 
permit railways to charge these amounts up. 

Mr. JAcKMAN: Even though they are not expendable at the moment? 

Mr. Cooper: They are different branches of government. 

Mr. Jackman: I realize that; but you mean that the Interstate Commerce 
Commission rules one way and the other branch rules the other way; it is 
difficult to follow their reasoning. 

Mr. Cooper: The Interstate Commerce Commission permits railways to 
charge deferred maintenance to expenses but the Internal Revenue Department 
refuse to admit such charges for Income tax purposes. 

Mr. JAcKMAN: Inconsistency between the government departments—is 
a case of heads you win, tails I lose. It depends on which department you are 
running, apparently. 

Hon. Mr. Hanson: Have we any standards here in Canada set by our 
board of transport commissioners on this subject matter similar to what they 
have in the United States? Have our people down here in the Board of Trans- 
port Commission set up any standards? 

Mr. Coorrer: No; but I do not want to be critical of our Re inant 

Hon. Mr. Horeca I would not either; as you know, I never am. 


Mr. Coorrer: They always come around about ten years later than the 
Interstate Commerce Commission. 


+; 
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Hon. Mr. Hanson: That is good. I hope the newspapers will put that on 
the front page. 
a Mr. Hanson (Skeena): And that the ministers of the crown take notice 
of 1t too. 


_. Hon. Mr. Hanson: Really, that is a startling statement. I have no doubt 
it is true. If a responsible official of the Canadian National Railways says 


that the Board of Transport Commissioners in Canada is always about ten 


years behind their opposite number in the United States; that is an indictment. 

Mr. Cooprr: If do not think we have the machinery here. 

Hon. Mr. Hanson: Don’t talk about machinery, they would get it, they 
are good at establishing machinery. The fact of the matter is that they are 
not on to their job according to you. That is a fair deduction. 

_ Mr. Cooper: We have been endeavouring for a period of years to get 
uniform accounting regulations which would govern the accounting of rail- 
roads in Canada similar to what we have in the United States. 

Hon. Mr. Hanson: Yes, and you have never got there. 

Mr. Cooper: We, that is the Canadian National Railways, think our 
regulations should be similar if not identical with those of the Interstate 
Commerce Commission, in order to afford comparisons between Canadian 
railways and United States railways; and in our case, because a large portion 
of our railway is in the United States and of necessity we are compelled to keep 
our accounts in accordance with their regulations. 


Hon. Mr. Hanson: That is very understandable. I hope the press will 
give adequate publicity to that statement. 

Mr. Vaucuan: Shall I proceed with depreciation? 

Hon. Mr. Hanson: Yes, proceed. 

Mr. VAUGHAN: 

Depreciation: It is considered desirable that the deprecration 
accounting policy of the railway shall be indicated so that the record 
may be clear as to the basis on which the accounts herein presented have 
been stated. Depreciation as used herein is intended to mean the loss in 
service value of units of depreciable property used in railway operations 
not restored by normal maintenance. 


Hon. Mr. Hanson: That is good definition of depreciation. 


Mr. JACKMAN: Perhaps Mr. Vaughan would just amplify what is meant by 
that so that we will be able to understand it clearly—‘‘loss in service value of 
units of depreciable property used in railway operations not restored by normal 
maintenance’. Let’s take a locomotive as a typical example, or some other 
item of equipment if you prefer. 

Hon. Mr. Hanson: Perhaps Mr. Walton could give us something on that. 
This is very interesting, and I do not quite understand its full implication. 

Mr. Coorer: When we speak of the service value of a locomotive we do not 
mean its original cost. 

Hon. Mr. Hanson: No. 

Mr. Cooper: We mean the difference between the original cost and the 
salvage value, and the difference is the service value, the value consumed in 
service. 

Hon. Mr. HANson: You mean between the time of purchase and scrapping? 

Mr. Cooper: Yes. And in depreciation accounting we try to amortize that 
service value over the service life of the unit, that is what we call depreciation 
accounting. 
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Mr. JackMAN: Do I understand then that if a locomotive costs $100,000 
new and the engineers place a salvage value on it of $10,000, that would leave 
a service value of $90,000 and that would amount to a depreciation of $9,000 
a year if it had a life of ten years. 

Mr. Coorrr: That is it. It would be $90,000, and we would spread that 
amount over the life expectancy of that unit. 
Hon. Mr. Hanson: Sound, is it not? 

Mr. Coopsr: Absolutely. With respect to the original cost that of course 
in factual, with respect to the estimate service value, that is a matter of judg- 
ment. We ask our maintenance engineers what we might expect the salvage 
value to be—and I may say that the general relationship of salvage to original 
cost is about 8 per cent. 

Hon. Mr. Hanson: That is on certain classes of equipment. 

Mr. Cooper: It varies. Taking rolling stock equipment as a group the 
average salvage value is between 8 per cent and 9 per cent of the original cost. 
‘Then we ask our mechanical engineers what is the life expectation of the unit, 
expected to be in service; and in that way we are able to compute the percentage. 

Hon. Mr. Hanson: That you say is the correct formula? 

Mr. Cooper: Yes, that is the practice used by every carrier in the United 
States, without exception. . 

Mr. Jackman: I suppose we should have an interpretation of exactl 
what types of property are embraced in your interpretation for accounting 
purposes of depreciable property. 

Mr. Cooper: I can say, for instance, that land is not depreciable property. 
Grading; that is not depreciable property. The Interstate Commerce Commis- 
sion do not recognize rails, ties, ballast, track fastenings, and things of that sort, 
as items subject to depreciation accounting. I think they would be considered 
depreciable but they are not subject to depreciation accounting. 

Hon. Mr. Hanson: It seems to me that ties should be. 


_ Mr. Cooper: Well, let us take ties. Under depreciation accounting when a 
unit 1s worn out you are supposed to remove it from the investment account and 
charge it to your depreciation reserve. Imagine what we would have to do. 
We have over 90,000,000 ties on the Canadian National Railways; and if we 
had to write out every tie and transfer it from our investment account when- 
ever it had to be replaced, it would involve a tremendous amount of work, 
you could hardly justify the expense of the army of accountants you would need. 

Hon. Mr. Hanson: That is a matter of convenience to you. 

Mr. Cooper: Yes, sir. 

Hon. Mr. Hanson: I understand that, they have a similar problem in the 
telephone business. 

Mr. JAcKMAN: In regard to ties, when they wear out you have to replace 
them and charge them to maintenance? 

Mr. Cooper: That in right. 

Mr. JAckMAN: Those are features of the property which are not depreciable. 
Then, of course, you have some border line cases. | 

Mr. Coorrr: There is a difference between types of property which are non- 
depreciable and thohe which are not subject to depreciation accounting. 

Hon. Mr. Hanson: You do make that distinction. 

Mr. Cooper: I said the land is not depreciable, and rails are depreciable 
but not subject to depreciation accounting, because of the difficulty in accounting. 
Hon. Mr. Hanson: They are taken care of under maintenance? 

Mr. Cooper: Yes, sir. 
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Hon. Mr. Hanson: You have to take care of them in some way. 
Mr. Cooper: Oh, yes. There’s no question but what our rail structure is 


_ well maintained. We must see to that if we are going to keep the trains running. 


Mr. JackKMAN: What about buildings, let us say hotels? 

Mr. Cooper: They are depreciable property but not subject to depreciation 
accounting under the I.C.C. regulations. 

Mr. VaucHan: We might complete this paragraph which is a statement of 
our depreciation policy as it effects the Canadian National Railways, and then 


there will be no misunderstanding about it. There has been considerable 


discussion in other years in this committee about this subject of depreciation 
accounting and we thought we would make our position as clear as we could. 
I will proceed with the reading of the statement if you will permit me. 

- An accounting must be made of such loss either at the time the 
property is taken out of service or by instalments spread over its useful 
life. If the loss is taken at the time the property is retired from service 
the accounting is said to be on the retirement basis. On the other hand 
depreciation accounting seeks to apportion the loss to each of the fiscal 
periods during which the property is in service. The difference is one of 
time and not of amount. 

In the United States, where railway accounting is rigidly controlled 
by the Interstate Commerce Commission, both retirement and depreciation 
accounting have been in force at the one time. Retirement accounting has 
been required with respect to fixed property (buildings, stations, shops, 
bridges and the track structure) and depreciation accounting has been 
mandatory with respect to equipment (locomotives, cars, work equipment 
and vessels). On Canadian National system lines in the United States, 
the accounting regulations of the Commission have been adhered to strictly 
at all times. On the Canadian lines both fixed property and equipment 
were dealt with on the retirement accounting basis until 1939, but effective 
January 1, 1940, a change over to depreciation accounting was made for 
equipment, thus making the accounts for the whole system uniform and 
comparable with those of Class I railroads of the United States. 

A recent order of the Commission, however, prescribes the adoption 
by United States railroads, effective January 1, 1948, of depreciation 
accounting for certain classes of fixed depreciable property including 
buildings, stations, shops, bridges, etc., but excluding the track structure 
(rails, fastenings, ties, ballast) which will remain on the retirement basis. 
This order will be followed by the United States lines of the system but it 
is not intended at this time to extend it to the Canadian lines of the sys- 
tem. The change constitutes an important departure from a long 
established practice and it seems advisable to wait until the experience of 
the United States carriers is available. In any event, compilation of the 
data necessary to permit its adoption would involve a large amount of 
work on the part of the technical officers of the railway, and it is not 
reasonable that work of this nature should be undertaken at this time 
when there are more important things to be done. 


Hon. Mr. Hanson: I noticed in the paragraph beginning “In the United 


States, where railway accounting is rigidly controlled by the Interstate Commerce 


Commission’; you say “retirement accounting has been required with respect to 
fixed property (buildings, stations, shops, bridges and the track structure) and 
depreciation accounting has been mandatory with respect to equipment (locomo- 
tives, cars, work equipment and vessels).’’ Buildings—buildings might never be 


retired, unless they were burnt down. It seems to me that they ought to be 


depreciated annually. I notice you say they are placed under depreciating 
accounting in the United States. 
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Mr. Cooprr: For many years buildings have been on a basis of retirement 
accounting, and in my opinion the present change is one which has been very 
largely dictated by the tax problem. The railways have opposed the application 
of depreciation accounting to fixed properties for thirty years but, in the year 
1942 when the excess profit taxes were brought in, the railways asked the 
Commission for permission to change from retirement accounting to depreciation 
accounting. 

Hon. Mr. Hanson: As a result of the tax burdens over there. 

Mr. Cooper: In my opinion that is the only reason it is being done. And 
we do not have that tax problem here; at any rate, we think it is wise to see 
what the experience of American railways is—they may run into all sorts of 
trouble and they may have to make adjustments; and we thought we might just 
as well stand by and let them work the problem out. But, in any event, we 
take the position that under war conditions it would quite unreasonable to ask 
our engineering department to set aside their necessary duties and start in giving 
the accounting people data on original costs and estimating service lives and 
salvage values which would be necessary in order to enable us to make the change 
over. 

Mr. VaucHAN: You see, Mr. Hanson, the United States railroads over a 
long period of years have spent approximately $200,000,000 in the valuations 
of their properties; and, notwithstanding the fact they have had the authority 
for over twenty years, to put in this depreciation accounting, they only started it 
as from the lst of January of this year. 

Hon. Mr. Hanson: Of course, the ordinary individual has been writing 
off structures year by year; that is the natural thing to do. 

Mr. JACKMAN: Well, Mr. Vaughan, I assume here that you have not put 
in a depreciation accounting which they have in the United States—I mean, such 
things as stations, shops ‘and so on—now, does it extend to a multitude of small 
items which would involve the employment of an army of accountants—Mr. 
Cooper spoke about that—but with respect to ships, stations and so on, they 
are all very large structures. I should think that their average value would 
perhaps be in the nature of thousands of dollars and perhaps might be more 
easily included in depreciation accounting. | 

Mr. Cooper: I can see your reason, Mr. Jackman, in favoring depreciation 
accounting with respect to substantial units of property. I do not think it 
should be applied to the multitude of small structures and other items of fixed 
property which are repaired, restored and renewed from time to time and charged 
to our maintenance account. 

Mr. JAckMAN: ‘Then, in regard to hotels, they should certainly be on a 
depreciation basis—are they? 

Mr. Cooper: Not yet. 

Hon. Mr. Hanson: Have they been able to make anything yet? 
Mr. JACKMAN: Oh yes, they are making all kinds of money. By the way 
have we got the hotel account? 

Mr. VAUGHAN: Yes. 

Mr. Cooprr: I just want to say for the record that the commission (the 
Interstate Commerce Commission) require depreciation accounting for fixed 
property, but that does not extend to hotel property. 


Mr. JACKMAN: They do not own very many hotels. 


Mr. Cooper: Whatever the reason is, it does not extend to them. I do not 
want anybody to say that in that respect the C.N.R. is contrary to the I.C.C. 
requirements, 


Mr. JackMAN: Do they depreciate hotel properties over there? 
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Mr. Coorrr: I cannot tell you that. 

Mr. JAckMAN: In my opinion I think hotels should certainly be depreciated 
year by year, particularly when you are making money, great big money with 
some of them. 

Mr. VaugHaN: Among the larger property retirements for which pro- 
vision was made through the operating expense accounts were: $242,000 for 
No. 1 Elevator at Portland, Maine; $231,000 for roundhouse and shop facilities 
at Southwark Yard, St. Lambert; and $1,250,000 for the old car shops at Point 
St. Charles. The provision for equipment was $16,975,000. The total provision 
in the 1942 accounts for maintenance of railway property, including repairs, 
renewals, depreciation and retirements, was $129,197,000. 

I think that shows all of our properties are not being included. 

Hon. Mr. Hanson: Just a minute; are you out of business in Portland, 


Uwaine? 


Mr. VaucHAN: No, sir; not altogether. This was an old elevator which 
was not in very good condition. It was built in 1897. We still have one 
elevator left at Portland. 

Hon. Mr. Hanson: Are you operating it? 

Mr. VauGHAN: There is still some grain going through it. 

Mr. DonneELLy: What did this elevator cost? 7 

Mr. Cooper: $289,000. We have $47,000 of salvage. 

Mr. DonnEetLty: What size was it; how many bushels? 

Mr. Cooprr: I think it was a million and a half bushels, as I recall offhand. 

Mr. Emmerson: It was an old wooden structure? 


Mr. VauGHAN: Yes. 

Amortization of War Projects: A charge of one million dollars 
was included in operating expenses as a further provision against the 
retirement loss anticipated at the termination of the war in respect of 
facilities provided solely for wartime traffic and which are not expected 
to have any usefulness for ordinary commercial operations. 

Hon. Mr. Hanson: That, of course, is ordinary policy. I am thinking 
about the reasonableness of the statement of the Minister of Munitions and 
Supply on this question of wartime depreciation. Perhaps Mr. Cooper would 
make a little statement here; would he state what he thinks of the soundness 
of the position from an accounting standpoint with respect to this; because I 
am a believer in the theory that these things must be depreciated. 

Mr. Cooper: With respect to our wartime projects, do you mean? 

Hon. Mr. Hanson: Yes, your depreciation on your wartime projects. Will 
you state your views on that, would you tell us what you would do? We have 
a school of thought which thinks that this should not be allowed. 

Mr. Coorer: We will take as an example a siding built into a defence 
industry. We have our cost, and our estimate of salvage. 

Hon. Mr. Hanson: In that case do you not make them pay over a stated 
period? 

Mr. Cooper: Not if it is on railway property. 

Hon. Mr. Hanson: You make them pay a rental? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: All right. 

Mr. VaucHaANn: I might say that they pay for all the perishable property 
and do the grading and everything of that kind and then we supply the non- 
perishable property at a rental. 
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Hon. Mr. Hanson: That is a standard contract? 

Mr. Vaucuan: A standard contract, yes. 

Hon. Mr. Hanson: But these have a very short life time. 

Mr. Cooper: That is what we figure. 

Hon. Mr. Hanson: I should write it off over the period. 

Mr. Cooper: This is quite correct. 

Hon. Mr. Hanson: Now, would you proceed and give us a justification 


~ for that. 


Mr. Coorrr: In the case of this spur that we take as an example; let us 
say that the original cost is.$100,000 and the estimated salvage value $20,000; 


there is a difference of $80,000 and I think that that loss should be charged 


to the revenue which is created by that expenditure. 


Hon. Mr. Hanson: Yes. A 


Mr. Cooper: That is, that it should be charged up during the war. I 
assume that after the war that facility will have no use for commercial 
operation. 


Hon. Mr. Hanson: And if you were a tax-paying body you would justify 
that, and stand behind it, in the theory that it has got to be absorbed in that 
way and not taken back. 


Mr. Cooper: Yes, sir. And I might say too, Mr. Hanson, that in the 


United States that question has been before the Internal Revenue department 
and they accept the charge as an allowable deduction. They require a 
fiv-year period but we are writing these costs off in a matter of 34 years. 
Hon. Mr. Hanson: Any ordinary individual here in Canada has to go before 
the War Depreciation Board; you don’t have to do that? 
Mr. Coorrr: No, sir. 


Hon. Mr. Hanson: I do not see any good reason why you should if you are 
not paying taxes. The principle is pretty sound, isn’t it? 
Mr. Cooper: We would argue strongly for it if we were before the tax 
authority. : 
Hon. Mr. Hanson: I think I would too, although I am not an accountant. 
Mr. VAUGHAN: 
INVENTORY ReEsERvVE: Notwithstanding price controls, there has been 
some rise in the prices of materials used in maintenance and operation. 
For example, inventory prices in September 1942 compared with Septem- 
ber 1939 show an increase of $3.48 per ton for new rail, 9-4 cents per tie 
and $1.02 per ton for locomotive fuel. The price index for general rail- 
way stores increased by 18-5%. An inventory reserve has been created 
in the amount of $3,839,000 (based on normal quantities) as a provision 


against the loss which would have to be taken if prices should revert . 


to their pre-war level at the termination of the war. 


Hon. Mr. Hanson: That is very sound, and I am glad to be able to tell 
you that we recognize that principle in taxation. Take the woodpile of a pulp 
and paper company—if we had to take a loss on a depreciated inventory after 
the war, it would practically put. us out of business. I think the principle is 
sound that we should take a present basic period, say the period after 1939, 
and then everything over and above that by way of increase in inventory— 
I agree that we should have something by way of protection with respect to it. 

Mr. Emmerson: In this case you have an extra cost of $1.02 per ton; that 


is not on the price of the coal, that is on the cost of transporting the coal to the 
place you want it. : 
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Mr. Vaucuan: It includes everything, that includes the delivered cost to 
our line—it is the average increase in the delivered coal to our line. 

Hon. Mr. Hanson: How about the fuel situation? 

Mr. Vaucuan: Our fuel situation at the present time is favourable; except 
perhaps, on the Atlantic region. We have had more difficulty in getting coal 
there than any other part of the system. 

Hon. Mr. Hanson: Production is down? 

Mr. Vaucuan: Yes, and there is much greater demand for coal. 

Hon. Mr. Hanson: Yes, and there is difficulty during the winter in trans- 
portation, I suppose. 

Mr. Vaucuan: In other words, the principal reason has been that the pro- 
duction was not there to meet the demand. 

Hon. Mr. Hanson: You no longer have any water transportation? 

Mr. VauGHAN: No. 

Hon. Mr. Hanson: It is all your own haul? 

Mr. VauGHaNn: Yes. 

Hon. Mr. Hanson: And you have a bottleneck there from the Cape Breton 
area, have you not? | 

Mr. VAucHAN: That has not been a factor in the coal supply. 

Hon. Mr. Hanson: I am glad to hear that. 

Mr. VAucHAN: We put in facilities at Point du Chene last year in order 
to relieve that bottleneck, and can handle a lot of coal by that route. 

’ Hon. Mr. Hanson: That is by water? 

Mr. VAuGHAN: By water, yes. Before the war we brought up the river 
perhaps a million tons of coal between Quebec, Montreal, Levis and Chicoutimi. 
I do not think we got 15,000 tons up the river last year. Before the war we were 
using coal from the Maritime provinces as far west as Toronto and Cochrane. 
Now we have to rail American coal into Monk and Riviere du Loup. 

Mr. Hanson (Skeena): Are you still operating the old coal mine in the 
United States? 

Hon. Mr. Hanson: They will never give that up. That is a good proposi- 
tion, is it not? 

Mr. VAauGHAN: Generally speaking over a long period of time that has been 
a profitable operation. When we come to the point where we can buy coal 
cheaper than we can produce it we shut the mines down and buy coal. 
eens Mr. Hanson: You have never gone into the West Virginia coal 

eld? 

Mr. VaucHANn: We buy some coal from west Virginia. We buy some coal 
from western Kentucky. We buy coal from many points in the United States. 

Mr. JAcKMAN: Does price control operate on most of the materials that you 
need for your maintenance and operations? You used the word “notwith- 
standing ’’ there? 

Mr. Vaucuan: There are many things we use where the wartime prices 
board have permitted an increase. For instances, there is a substantial increase 
on ties, rail, and coal. Those are very big items in the cost of operation. 

Mr. JAcKMAN: Generally the overall ceiling applies to nearly everything you 
buy except where the board have made specific provision for an increase? 

Mr. VaucHan: Yes, but those are items that affect us very seriously. 
Lumber has gone up. Ties have gone up. Coal has gone up. Steel has gone up. 

Mr. Gray: I just left the Reconstruction committee and they say you have 
not been bringing coal as far east as Montreal and Toronto, if you believe Mr. 
MacNicol. What do you say to that? 
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Mr. VaucHan: We cannot get enough Nova Scotia coal now to meet our 
requirements in the maritime provinces. 

Hon. Mr. Hanson: It is a question of production? 

Mr. Vaucuan: Yes. We are taking every ton of coal we can get in Canada 
that is usable. 

Mr. Gray: How far are you bringing it? 

Mr. VaucHan: We are bringing some Nova Scotia coal up as far as Levis, 
but we are not getting sufficient. and we are compelled to rail American coal 
down to Riviere du Loup and Monk and in some cases to Edmundston to meet 
our requirements. Before the war we used Alberta coal as far east as the head 
of the lakes. Last year we had to take in 700,000 tons of American coal at the 
head of the lakes to meet our requirements and we had to use that coal halfway 
across Saskatchewan. 

Mr. Gray: You think you are using the limit of Canadian coal? 

Mr. VaucHaNn: We are using every ton of Canadian coal we can get. 

Mr. Suaw: Do you anticipate any difficulty in securing the coal you require 
from the United States? 

Mr. VaucHan: Not unless conditions change materially. Their situation is 
different to ours. Their production has greatly increased and our production 
in Canada has not increased to any great extent. 

Mr. SHaw: But they have not placed any restriction upon the exportation 
of American coal to Canada? 

Mr. Vaucuan: No. 

Mr. Donnetity: What proportion of the coal in the United States do you 
get out of your own mine? 

Mr. VaucHan: We brought in last year perhaps 5,000,000 tons of coal 
from the United States, and perhaps 1,500,000 tons of that came from our own 
mine and the balance from other mines: 

Hon. Mr. Hanson: You would buy Canadian coal if it was available? 

Mr. VAuGHAN: Yes, sir. 

Hon. Mr. Hanson: That is your statement? 

Mr. VaucHAN: We would be glad to get it. a 

Mr. Nicuoutson: Have you any compilation of the percentages of American 
and Canadian coal used over the period of the last five years? 

Mr. VaucHan: I have some figures here in that connection. In 1938 we 
purchased 2,401,903 tons of Canadian coal. 

Mr. NicHotson: What are the United States figures for that year? 

Mr. Vaucuan: In the United States we purchased in 1938 2,012,540. In 
1942 we purchased 4,720,257 tons of American coal, and we purchased 2,847,000 
tons of Canadian coal. We got more Canadian coal in 1942 than we did in 1938 
by 400,000 tons, but we got less Canadian coal in 1942, by 300,000 tons, than 
we did in 1941. 


Mr. Nicuoutson: How much of the 4,000,000 last year came from your own 
mines in the United States? 

Mr. VaucHan: Our total production at that mine runs about 1,800,000 or ~ 
1,900,000 tons, but a substantial quantity of that is used on our United States 
lines. There is probably 500,000 tons of that used on our United States lines. 

Hon. Mr. Hanson: Mr. Vaughan, if you have completed the figures as to 
quantities and derivation can you give us the question of figures on costs? 

Mr, Vaucuan: I can give you the average mine cost. The average mine 
cost of United States coal in 1938 was $1.64. In 1942 it was $2.01. The 
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average cost of Canadian coal in 1938 at the mine was $3.32 and in 1942 it was 
$3 . 74. 

| Mr. Emmerson: Is that the cost at the point of delivery, at the mine mouth? 

Mr. VAuGHAN: Yes, delivered to us on cars at the mine. 

Hon. Mr. Hanson: Where you take delivery of it? 

Mr. VaucHAN: Yes. 

Hon. Mr. Hanson: On the question of B.T.Us how is the comparison? 

Mr. VAuGHAN: Generally speaking we get a better quality of coal from the 

United States than we do from Canada. 

Hon. Mr. Hanson: You have not any figures on it? 

Mr. VaucHan: No, I have not got figures here on that. There are certain 
mines, as you know, in the maritime provinces, and also in western Canada 
which produce a eood grade of coal, but there are a lot of mines that produce 
a poor grade of coal. 

Mr. JACKMAN: What are the Canadian costs? 

Mr. VaucHAN: The Canadian cost of coal on the average in 1942 was 
$3.74 against an average price in the United States of $2.01. 

Hon. Mr. Hanson: Nearly double. 

Mr. Nicuouson: You have not a rough estimate of the B.T.Us? 

. Mr. VauGcHuan: I would say the B.T.Us of the United States coal run from 

14,000 to 14,500. We have some coal in Canada that runs that but there are, 
of course, other features entering into it. We take delivery of coal from some 
mines in Canada that do not run more than 11,000 B.T.Us. 

Mr. Gray: Getting back again to what you may be able to do, will you 
as a statement as to whether you can increase your purchasing of Canadian 
coal? 

Mr. VAUGHAN: Yes, undoubtedly we can if the coal is available. 

Mr. Gray: What do you mean by that? 

Mr. VAUGHAN: That is, if we can get it from the mines. 

Mr. JACKMAN: Any relation to price? 

Mr. VaucHAN: The question of price has not been involved in the use of 
Canadian and United States coal at all. 

Mr. SHAw: Supply may be the determining factor in wartime. Would you 
also say it is the determining factor in peacetime or was it price that determined 
the volume of American coal consumed? 

Mr. VauGcuan: Price undoubtedly was a consideration but, as I have said, 
when we used Canadian coal before the war as far as Toronto and Cochrane— 
that is Nova Scotia coal—we had brought that coal about as far as we could. 
Canadian coal mines were able to sell us that coal at a comparable price on 
account of the subvention which they got from the Dominion government. 

Hon. Mr. Hanson: That is the story. 

Mr. Gray: Let me follow that one step further. We have had in the 
Reconstruction committee suggestions that Canadian coal should be purchased 
by the Canadian National railways and that you should be using more Canadian 
coal now. You say that if you can purchase it you will use it? 

Mr. VAucHaAN: The only reason we are not using it is because we cannot 
aay We are appealing every day to the coal mines in Canada to give us more 
coal 

Mr. Gray: I would like Mr. McCulloch, who knows this mete much better 
than I do, to make a statement. 
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Mr. McCuiutocu: In normal times I think the mines probably could 
supply the C.N.R. with more coal than what they buy from them; is that not 


right? 
Mr. VaucHan: I think so. I think there is more coal produced in the 
maritime provinces that we can use. f 


Mr. McCuutocu: But during the war years there are so many different 
factories and airports and things like that down in Nova Scotia which are using 
coal now that the coal mines in Nova Scotia cannot supply the quantity that the 
C.N.R. will take from them at the present time. In normal times the Nova 
Scotia coal mines get their share of the Montreal market. I think it would take 
the output of the Nova Scotia mines with what they use in the maritime provinces. 

Mr. VaucHan: I think that is a fair statement. 

‘Mr. JAckMAN: May I ask this, Mr. Vaughan? In normal times you always 
endeavour to run the C.N.R. as a straight business proposition? 

Mr. VAUGHAN: Yes, sir. 

Mr. JAckMAN: And buy in the cheapest markets? 

Mr. VAUGHAN: Yes. 

Mr. Jackman: If the government wants the railway to use Canadian coal 
then the ordinary way to make it available to you is to pay a subvention on it 
so it is offered to you at a competitive price? 

Mr. VaucHan: That is the only way we can use it. 

Mr. JAcKMAN: I understand from being a member of this committee for a 
few years that the C.N.R. is run as a straight business proposition? 

Mr. VAUGHAN: Yes, it is. 

Mr. McCuuitocH: You were making a comparison between the American 
cost of coal and the Nova Scotia coal mine. 

Mr. VAuGHAN: What. we do is we say to the coal company, “American 
coal will cost. so much at Toronto or Belleville or some place else; if you can meet 
that price we will buy your coal.” 

Mr. McCuttocu: For the benefit of the committee I was talking about the 
difference in price between American coal and Nova Scotia coal, and in connec- 
tion with that, American coal can be mined without any water. There is no 
water in the American mines. 

Hon. Mr. Hanson: That is quite evident. 

Mr. McCutiocu: In Nova Scotia coal they take up from 10 to 20 tons of 
water to every ton of coal. 

Mr. VaucHan: That is true. Mining conditions are entirely different in 
Nova Scotia. 

Mr. Donnetiy: How far east do you bring western coal normally? 

Mr. VaueHan: Normally to the head of the lakes and Sioux Lookout. 

The CuatrMAN: Redditt used to be the old point. 

Mr. VaucHAN: Yes, we were taking it through to there when the war came 
along. 

Mr. Donnetiy: At the present time it is going halfway across the prairies. - 

Mr. VaucHan: At the present time we are compelled to rail American coal 
halfway across Saskatchewan. 

Mr. NicHotson: According to the figures, you used about 47 tons of 
American coal last year for every 28 of Canadian coal. I understand you would 
renee the percentage of Canadian coal indefinitely if the coal was available 

ere { : 

Mr. VAUGHAN: Yes. 
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Hon. Mr. Hanson: Price is a factor. 

Mr. Vaucuan: It always follows that the price must be aceptable. I may 
say we paid the Dominion government nearly #3; 500,000 in duty and excise on 
American coal last year. 

Mr. SHaw: Mr. Vaughan, I lee you wdueaten last year you were using 
American coal as far west as Edmonton. I know you said to-day approximately 
halfway across Saskatchewan. There is a slight difference there. Would that 
indicate an improved position? 

Mr. Vaucuan: I do not recall ever having said we used American coal as 
far west as Edmonton. 


Mr. SuHaw: I am only speaking from memory. 

Mr. Vaueuan: No, I do not think we did that. I said Edmunston, N.B. 
The names are somewhat similar. 

Mr. JAcKMAN: May I ask one question about that inventory reserve? I 
suppose that is in line with inventory reserves which many operating companies 
in Canada are allowed to set up, or is it that the reserve which they are allowed 
to set up applies to their main raw materials, they being processing companies 
and you supplying a public;service? Not being a processing company you have 
no one main raw material like cotton or wool or pig iron; it is purely an inventory 
which you use in the operation of your own company? Is that so? Do you 
know if that would be allowed under our income tax? 


Mr. Cooper: Would our charge to expenses be allowed? 


Mr. JAckMAN: No, would your inventory reserve be allowed as a proper 
reserve to be set off against taxation? 


Mr. Cooper: I would not like to say that I am thoroughly conversant with 
Canadian income tax problems, but it is my understanding that this charge 
would be permitted. 


Mr. Jackman: If it were cotton or wool it would be, but I am just wondering 
whether it would be so when it is only used in the manufacture of the service. 


Mr. Cooprr: I think they would restrict it to what I call normal quantities. 
Mr. JAckMAN: I realize that. 

‘Mr. VAUGHAN: 

Other Income and Profit and Loss Accounts 


The accounts grouped under this caption include taxes, equipment 
and joint facility rents, results of hotel and subsidiary operations, interest 
and dividend income, and other miscellaneous income and profit and loss 
transactions, details of which will be found on pages 14 and 15 of this 
report. The aggregate charge in 1942 was $12,610,000, an increase of 
$363,000 over the previous year. 

Hon. Mr. Hanson: Have we a statement anywhere of what those accounts 
are? 
The CuHairMAN: It will be in the regular statement. 


Mr. Coopmr: On pages 24 and 25 we show a list of companies which are in 
Canadian National Railways system and we indicate by a star against the 
names of the companies those which are treated by us as affiliated companies, 
and as to any of those which are active companies the results are excluded 
from the railway revenue and expense accounts and taken in through the item 
which we are now discussing. If you turn to page 15 there is set out in greater 
detail the income account of the system for the year 1942. We show revenues 
and expenses and net revenue. This group of accounts includes everything 
except net revenue and interest. All these other accounts are lumped together 
and the net of them is some $12,600,000. 


Hon. Mr. Hanson: Where is that shown on page 15? Does that go into 
your consolidated account? 
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Mr. Coorer: On page 15 we show the consolidated income account and it is 
broken down under its various captions. 

Hon. Mr. Hanson: I may be all wrong, but the aggregate charge— 

Mr. JAcKMAN: It is the word “charge”. 

Hon. Mr. Hanson: That is confusing. 

Mr. Cooper: Some of them are income credits, and some of them are 
charge items. 

Hon. Mr. Hanson: Which way is the balance? 

Mr. Cooprr: The balance of all these items amounts to a charge of 
$12,610,000. 

Hon. Mr. Hanson: Is that a debit against your consolidated income 
account? 

Mr. Cooper: Yes, sir. 

Hon. Mr. Hanson: That is a loss. 

Mr. Coorsr: Would you turn back to page 3? Under net revenue, which 
was $86,600,000, we show the aggregate net of all these other items amounting 
to $12,600,000. 

Hon. Mr. Hanson: It is shown there as a loss. 

Mr. Cooper: As a deduction, yes. 

Hon. Mr. Hanson: That is a very-sizeable item. 


Mr. Cooper: If you look on page 15 where the detail is shown we start off 


with taxes, $6,000,000. Then hire of freight cars, $5,000,000; joint facility rents, 
debit $2,300,000. 

Hon. Mr. Hanson: That is for the operation of your own system, but how 
is that $12,000,000 again? It is the aggregation. Go ahead. 

Mr. JACKMAN: What page is the breakdown of that $12,000,000 on, Mr. 
Cooper? 

Mr. Cooper: On pages 15 and 16. 

Mr. JACKMAN: You pick out the items there. There is no item of $12,610,000 
as a sub-total. : 

Mr. Cooper: No, I grant you that. 

Hon. Mr. Hanson: That is a very sizable item. It is a debit against your 
consolidated income account. Could we not have the detail of that? 

Mr. Cooprr: Yes. I would like to read them so there will not be any mis- 
understanding. 

Hon. Mr. Hanson: Have you got a copy of it? 

Mr. Coorrr: It is on page 15. 

Hon. Mr. Hanson: There is no table of it? Naa 
_ Mr. Cooper: No, but I can assure you if you add this up you will find 
It will amount to $12,000,000. Railway tax accruals, $6,020,000; rent from 
locomotives, which is a credit item, $108,000; rent from passenger-train cars, 
$276,000; rent from floating equipment, $10,000; rent from work equipment, 
$107,000; joint facility rent income, $1,874,000; hire of freight cars, debit 
$5,115,000; rent from locomotives, which is a debit, $62,000; rent for passenger- 
train cars, $495,000; rent for floating equipment, $17,000; rent for work equip- 
ment, $7,000; jomt facility rents, debit, $2,383,000. 

_ Mr. Donnetity: Mr. Vaughan, do you get your freight cars back from the 

United States? 

Mr. Vaucuan: It is something we are following up all the time, but this 
statement indicates that in 1942 we had many more foreign cars on our lines 


than our cars were on their lines because we have a debit balance against us 
of $5,000,000. 
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Hon. Mr. Hanson: Is this debit balance a constant thing with you year 
in and year out or do you have a credit sometimes? 


Mr. VAuGHAN: There may be times when we have a credit, but we have 
not had a credit during the war. 


Mr. DonneELLy: Do I understand you to say this year you have had more 
American cars than you have had heretofore? 


Mr. VaucHaAN: Yes. There are many more American cars coming in to 
Canada. 


Mr. Donnetuy: Is that only lately or has it been so for some time? 
Mr. Vaucuan: It is a war condition. It has been so ever since the war. 


Mr. Wauton: We are moving large quantities of bauxite and materials of 
that kind originating in the United States, and that naturally brings a large 
number of their cars on to our lines. 


Hon. Mr. Hanson: This includes also the rent you paid the C.P.R. and I 
suppose they have a contra against you? 


Mr. Wauton: Yes. 
Hon. Mr. Hanson: What is the balance between the two Canadian railways? 
Mr. Watton: There is not a great difference. It fairly well approximates. 


Mr. Emmerson: I can understand rolling stock going across the line, but 
where are the locomotives? 


Mr. Watton: We have a few small locomotives rented to outside companies. 
Mr. EMmerson: That is what it means. 

Mr. Watton: That would be in that. There are some other operations. 
Mr. Emmerson: Would that be outside of Canada? 


The CHarrMAN: Gentlemen, it is just about 1 o’clock. We would like to 
know what you are going to do about this afternoon. 


Hon. Mr. Hanson: I am in a very difficult position. As far as I am con- 
cerned I want to help Mr. Vaughan, but I have been waiting two or three days 
to say something in the House and I have not got to it yet. I want to talk 
about the Prince Edward Island car ferry service. 


The CHarrMAN: The afternoon will be broken on account of Mr. Eden being 
here, but I think we can get an hour or so after 4 o’clock. 

Mr. Hanson (Skeena): I move that we meet after Mr. Eden gets through 
his speech. 

Hon. Mr. Hanson: Oh, do not do that. However, I am not going to put 
my wishes against the whole committee. 

The CHatrMan: 4 o’clock. 

Mr. Donnetty: You had better say half past four. 


Hon. Mr. Hanson: Why do you not let these gentlemen go home to-day 
and come back next week? Would you not like that, Mr. Vaughan? 


Mr. Vaucuan: I would rather stay here until we are finished. 
The CHarrMAN: The meeting will continue as soon after 4 o’clock as possible. 


The committee adjourned at 1 o’clock p.m. to meet again as soon after 4 p.m. 
to-day as possible. 
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(AFTERNOON SESSION) 


The Committee resumed at 4.45 o’clock p.m. 


e 


The CuarrMan: Order, please. Would you all come up where we can hear 
and be heard. All right, I ‘would just g0 right along Mr. Vaughan. 


Mr. VAUGHAN: 

Interest Charges: The total requirements for interest on funded debt 
held by the public were $34,949,000, being $9,749,000 less than in 1941. 

Interest payments to the Government on loans for capital purposes 
were $14,032,000, being $8,386,000 more than in 1941. 

The primary reason for the decrease in interest paid to the public 
and the increase in interest paid to the Government lies in the repatriation 
of securities referred to elsewhere in this report. 


Cash Surplus: After the payment from revenue of all operating ex-~ 


penses, taxes, fixed charges, etc., the cash surplus for the year was 
$25,063,000. The Dominion’s equity as shareholder in Canadian National 
Railways has been increased by that amount. The improvement in 
surplus earnings over 1941 was $21,046,000. 


CAPITAL EXPENDITURE ACCOUNT 


The net expenditures on property investment account for additions 
and betterments during the year 1942 amounted to $21,109,065. 

The following equipment was acquired during the year: under Hire 
Purchase Agreement with the Dominion Government, 30 Northern type 
locomotives, 300 flat cars, 463 gondola cars, 250 hopper cars, 25 first class 
coaches and 15 baggage cars; under the 1941 Grand Trunk Western 
Equipment Trust, 25 Northern type locomotives and 16 Diesel switching 
locomotives; also 100 refrigerator cars built in the Transcona Shops, 50 
second-hand ballast cars, 6 mail cars, 106 second-hand coaches which have 
been reconditioned and put into service as coaches, colonist cars, sleepers 
and diners and 12 units of work equipment. 743 hopper and gondola cars 
were rebuilt at the Leaside Shops. 

The following equipment was retired during the year: 24 locomotives, 
159 freight cars, 5 passenger cars and 67 work units.” 


Mr. Emmerson: Are you still using these diesel-electric cars; or, has any 


of that been retired? 

Mr. VAuGHAN: We are using most of them, Mr. Emmerson, we are still 
using them. 

The CHatrMAN: You do not build anything other than refrigerator cars in 
your Transcona shops, do you? 

Mr. VaucHan: That is the type of cars we have been making there. I 
think they have also built some cabooses there. 


FINANCE 


New Issues: The following securities were issued during 1942: 


$3,692,000 24% Grand Trunk Western Railroad Equipment Trust of 


1941, being the remainder of $5,692,000 equipment trust certificates dated 
June 1, 1941, unissued in 1941, due to delay in the delivery of the equip- 
ment: 

$9,313,232 34% obligation for purchase of railway equipment, repay- 


able 1943 to 1957. Under Order in Council 34383 dated May 14, 1941,- 


the railway was authorized to enter into a hire-purchase agreement with 
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the Government for the purpose of acquiring railway equipment to the 
value of $22,250,000. Of this amount $9,313,232 was expended by the 
Government until all of the equipment has been delivered and the final 
cost has been ascertained. 
_ Retirement of Obligations: The following securities matured and 
were retired during 1942: 
$20,000,000 2% Canadian National Railway Company 4-Year Dominion 
Guaranteed Bonds due January 15, 1942. 
1,153,764 4% Grand Trunk Pacific Branch Lines Company Bonds due 
February 15, 1942. . 
6,424,000 444% Canadian Northern Western Railway Company First 
Mortgage Debenture Stock and Bonds due February 16, 1942. 
4,447,000 344% Halifax and South Western Railway Company First 
Mortgage Guaranteed Debenture Bonds due September 30, 
1942. 


$32,024,764 


Mr. Ross: Could we not have this put in and dealt with in one section; 
taken as read? ‘This is more or less a review. 
Mr. Hanson (Skeena): They have asked that we have it read. 
Mr. Cuarrman: I think we better go ahead and read it. That is the only 
consideration we will have, as we go over it. 
Mr. Ross: There will be a multitude of questions on it and I thought it 
would be quite all right for the time being. 
The CHatrrMan: What do you think, Mr. Vaughan? 
Mr. VaucHAN: Whatever you say. , 
The CuamMaAn: I think you better go ahead. 
Mr. Hanson (Skeena): Yes, better go ahead. 
Mr. Vaucuan: All right. 
In addition there were the normal annual payments of principal 
under equipment trust, sinking fund and serial issues, which totalled 


$9,490,775. 
During the year the following Government advances were repaid: 

84% Advances, Branch Line Construction Act, 1936........ $ 638,908 55 

34% Advances, Trans-Canada Air Lines Act, 1937............ 550,000 00 

34% Advances, Financing and Guarantee Act, 1938........ 1,717,008 90 

34% Advances, Financing and Guarantee Act; 1939........ 11,110,409 29 


$14,016,326 74 


Of this total, $4,016,326.74 was repaid out of the surplus: earnings 
of 1941 and $10,000,000 was a payment on account of 1942. A further 
payment of $15,063,268.32, being the balance of the 1942 surplus, will be 
made before the close of the Government’s fiscal year. 


Mr. Hanson (Skeena): That has been paid to the government? 
Mr. Vaucuan: That amount has since been paid. 
Mr. Hanson (Skeena): To the government? 


Mr. VaucHan: Yes. 

Repatriation of Securities: The arrangements made between the 
Governments of Canada and the United Kingdom, under which Canada 
has given financial assistance to the Government of the United Kingdom 
to enable it to purchase war supplies in Canada provided, among other 
things, for the repatriation of Canadian National Railway securities. 
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Mr. Hanson (Skeena): Can you tell us how much of that has been re- 


patriated? 


was 


Mr. Vaucuan: I think it is right in the report here, Mr. Hanson. 
Mr. Hanson (Skeena): All right. 
Mr. VAUGHAN: 


On January 26, 1942, the Treasury of the United Kingdom issued 
a vesting order naming as the price to be paid for the securities the 
market price at the close of business on that date. Under Order-in- 
Council 2484 dated March 28, 1942, the Company was authorized: to 
repurchase from the Dominion, at the vesting price, the railway securities 
purchased by the Dominion from the Treasury of the United Kingdom. 
Under Order-in-Council 8858, dated September 3, 1942, the Company 
also has purchased from the Dominion other Canadian National secur- 
ities which had been acquired by the Treasury of the United Kindom 
prior to the vesting order of January 26, referred to. Under Orders in 
Council 2886 dated April 11, 1942, and 7197 dated August 14, 1942, 
provision was made whereby holders not subject to the vesting order 
of Canadian National Railway securities listed in the vesting order 
might surrender their holdings for redemption at the vesting price. Under 
Orders-in-Council 2484 dated March 28, 1942, and 9773 dated October 27, 
1942, all of the 4% Guaranteed Stock issued by the former Grand Trunk 
Railway Company of Canada outstanding and not vested in the Treasury 
of the United Kingdom was called for redemption at par on November 1, 
1942. Additional 4% Perpetual Debenture Stock issued by the said 
Grand Trunk Railway Company was redeemed under the arrangements 
referred to in the 1940 Annual Report. 


Mr. Hanson (Skeena): Does that take in the amount about which there 


dispute? 


Mr. VaucHAN: You are referring to the Grand Trunk dispute? 
Mr. Hanson (Skeena): Yes. 
Mr. VaucHan: No; that referred to principally preferred stock, I think. 


How about that, Mr. Cooper? 


Mr. Cooper: The dispute referred to both common and preferred. 
Mr. Vauauan: They were already owned by the government. 
Mr. Hanson (Skeena): Yes, I know they were. 

Mr. VAUGHAN: 


Loans for the purchase of these securities have been made to the 
Company by the Government, bearing interest at 34% per annum, re- 
payable on demand and secured by promissory notes and by the securities 
so purchased. 

In all, these transactions in 1942 have dealt with railway securities 
having a par value of $289,320,520. The cost of redemption was 
$278,045,685, resulting in a reduction in the capital debt of the railway 
of $11,274,835. This amount, less $202,242 discount not amortized prior 
to the date of redemption, has been accounted for as a capital gain 
through the Proprietor’s Equity account. These transactions have 
resulted also in an annual income saving of $1,049,000 (interest less 
exchange). 


Mr. Hanson (Skeena): That is good work. 
Mr. VAUGHAN: 
The schedule of securities attached to the United Kingdom Treasury — 


vesting order dated January 26, 1942, included the sterling shares of 
capital stock of the Atlantic and St. Lawrence Railroad Company. The 


ee 
- <" Sw 


bi ih a 
Pe , 2° oie 

; 

i Fem 

= 


RAILWAYS AND SHIPPING 145 


Atlantic and St. Lawrence Railroad extends from Island Pond, Vermont, 
to Portland, Maine, a distance of 147-79 miles, and has been operated 
by Canadian National Railways and its predecessors under a 999 year 
lease dated August 1, 1853. Before the Canadian National Railway 
Company may purchase the shares of the Atlantic and St. Lawrence 
Railroad Company, approval and authorization by the Interstate Com- 
merce Commission is necessary. An application for such approval and 
authorization was made to the Commission dated December 15, 1942. 
On January 8, 1948, the Commission issued its order favourable to the 
application. The accounting entries reflecting the purchase of these 
securities will be made in the 1943 accounts. 


Line Abandonments 


An application was made to the Board of Transport Commissioners 
to abandon 29-8 miles of lne between Neidpath and Swift Current, 
Saskatchewan. The Board refused permission to abandon 14:9 miles 
of line between St. Remi and Hemmingford, Quebec. The Board granted 
permission to abandon, in co-operation with the Canadian Pacific Rail- 
way, 6:5 miles of Canadian National line and 53-4 miles of Canadian 
Pacific line between Forth (near Red Deer) and Ullin, Alberta, but an 
appeal from the Board’s order has been taken to the Governor in Council. 

General: The relations between management and the employees 
were maintained on a harmonious basis throughout the year. In co- 
operation with the Manpower Board Division of the Department of 
Labour arrangements were made for the individual deferment. of military 
training for employees in essential services, such as employees in train 
and engine service, shop crafts, agents, operators, maintenance of way 
employees, and others with technical qualifications. 

To facilitate the movement ef coal from the Cape Breton mines to 
points in central Canada, the railway as agent for the government 
arranged for the construction of a coal handling plant, storage area, 
and ancillary facilities, at Point du Chene, in the Province of New 
Brunswick. 

As a measure to increase the supply of iron ore, arrangements were 
made for the railway as agent for the government to rehabilitate the 
Northern New Brunswick and Seaboard Railway (owned by the Province 
of New Brunswick but not operated for some time) from Nepisiquit 
Junction on the Bathurst Subdivision to the Bathurst properties of 
Canada Iron Foundries Limited. 


Mr. Povuuior: Before we go further would you be kind enough to tell 
us how many passenger cars froze at the Turecot yards in Montreal during 
the last winter? I was told that a large number of cars had been frozen because 
they were not looked after by the same men as used to do that work. Is that 
true? 

Mr. VaucHan: I have not heard of any particular complaints. Have 
you heard of anything, Mr. Walton? 

Mr. Wauton: No, I have not. 

Mr. VaucHaNn: I do not think we had any particular trouble. Of course, 
we had a lot of trouble getting equipment in and out of the station during the 
period of the heavy snow, but we did not have any equipment frozen that I 
know of. 

Mr. Povunior: Extensive repairs have been made to all erecting shops of 
the railway except at Riviere du Loup which is an old divisional point and 
one of the very few erecting shops in Canada. I wonder if there cannot be an 
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enlargement of the shop there to manufacture munitions and help somewhat in 
the war effort otherwise than by repairing engines? 

Mr. Vauauan:. I think most of your men at Riviere du Loup are pretty 
well employed. 

Mr. Pouttor: Yes, but there are men who are not fit for service but who 
are able workers. I tell you ‘if you enlarge the shop I would promise you good 
reliable working men who have experience in trades and who would do very 
well there. I cannot understand it, Mr. Vaughan, because there is.more railway 
business, but this is one of the few places in Canada where nothing has been 
done, no war industry except the railway, and there are facilities there. 
You have the pawer. It is very easy to enlarge the shop. Moreover there is 
some machinery that is not working to capacity, and to my great surprise 
some of it was sent down to Moncton. } 

I will tell you right here, Mr. Vaughan, the difficulties we have with 
Moncton. They are a square- ‘headed people. You can well remember the 
trouble we had at Riviere du Loup. In the first place it was due to graft 
between a former Conservative postmaster general and a former Liberal 
lieutenant-governor who had lots in Quebee city and could not dispose of 
them. Both of them are dead, and may their souls rest in peace. They had lots 
in Quebec that they could not sell. It was a swamp. In order to justify the sale 
to the Borden government in the first days of the government they sold that to 
the government— 

The CHarrMan: Order, please. I do not think this should go into the 
record. 

Mr. Pouuiot: I gave no names. This is a thing that has been mentioned in 
the House, and when I said it in the House the Speaker did not call me to order. 


I do not see why you should be more severe in committee than the Speaker is 


in the House. I want to inform the officers of the railway as to what happened. 
It was not due to them. It was pure graft. There was no need for the St. Malo 
shops in Quebec but the land was sold to the government. There should have 
been some justification for purchasing the land. Therefore they built those 
shops and as they had no men or machinery to put there they took men and 
machinery from Riviere du Loup for the most part. 


Then I had to fight with the railway to get machihery down to Riviere du — 


Loup after the shops were turned into a munitions plant in Quebec city. It was 
only due to the intervention of Mr. Lapointe with Mr. Hungerford I did it 


because through some intrigue all that would have been sent to Moncton. Now ~ 


Moncton is putting the blanket over us again and it is a shame. I hope with the 
new general manager in Moncton it will work better than it did. In the past 
we could not get a decent answer from Moncton. I hope also that man Barnes 
there who is chief—what do you call it— 


Mr. VaucHAN: Chief mechanical officer. 
Mr. Potxttor: —will get out as soon as possible. 


Mr. McCutuoucn: I take exception to that. I have had a lot to do with 
him over the last twenty years and I tell you I have never run across a finer 
gentleman than Mr. Barnes in Moncton. 


Mr. Pouuior: If he was fine with you he was crooked with us, I want to 
say to the railway it was just a family affair. He was just thinking of promoting 
his son-in-law. It is impossible to have justice with those people. I have to 
make an exception for Mr. Thompson who is the superintendent at Campbellton. 
I have known Mr. Barnes for a long time and I have to say that. Riviere du 


Loup has been treated most unfairly by Moncton. We would like to join the } 
central region if we did not have to take Mr. Masse, the general superintendent — 
in Quebec city. I am not prejudiced. I complain bitterly of some Free Masons © 
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at Moncton but I complain also of that member of the Knights of Columbus at 
Quebec City. He is just as bad as the others. We have no fairness. Moreover, 
he thinks he must show his authority by being impolite to the men and being 
unfair to them. There is no reason for him staying there. There is no justifi- 
cation for having him as general superintendent in Quebec city. 

I have always co-operated with the railway. When there is trouble between 


~ some of the men and the railway I try to act as, what we call in court, amicus 


curiae, a friend of the court. I try to help matters. My relations with Montreal 
have been very pleasant. My relations with Mr. Bond of Toronto have been 
pleasant, too. I have no complaint about Mr. Appleton, who is a very old 
gentleman, but I complain bitterly about Mr. Barnes. He should go, and it is 
my duty in the public interest to say so. There is no reason to keep that nasty 
little Masse in Quebec city. I do not say that because I am against a French- 
Canadian. I say that because I want fair play for the men. We also have 
always suffered from Moncton. Moncton wanted to get everything and they 
wanted to keep us with them. It is most absurd that one part of the province of 
Quebec is under the control of Toronto and the other part under the control of 
Moncton. We are divided in two, and why? Because there was competition 
between Toronto and Montreal regarding the head office, as to whether it should 
have been in Toronto or Montreal. I am ready to do anything for the railway but 
I want some co-operation from the railway. Mr. Vaughan knows it quite well. 
I will say to him and all officials of the railway that I want to be just as fair as 
possible but so long as the railway has the same policy as the government 
to keep in office all evil-doers we will make no progress. You have to cut 
some heads in order to have progress. It is the heads of nonentities. I am 
sorry to say so but it is my duty to say so, not only on behalf of my people but 
also for the railway and for the country. 


Mr. EMmerson: Mr. Chairman, I just want to say one word. I regret 


very much that Mr. Pouliot has found it necessary to make some very unkind 


remarks about Mr. Barnes. The record that the Moncton shops have made in 
comparison with the other shops of the system speaks for itself. He is a man 
who is held in very high regard, not only by the railway men in the Atlantic 
region but by the people of Moncton, and I think pretty well the whole 
province of New Brunswick and, in fact, Nova Scotia. 


Mr. Povttor: Opinions are free, but I hope the railway will seriously 
consider doing something for Riviere du Loup and with Riviere du Loup. 


I say that to the railway in the most friendly spirit. 


Mr. VaucHan: I think you have been co-operating with the railway 
but I really think you are unfair to Mr. Barnes. Mr. Barnes has been a very 
valued officer of the railway for a long time. However, it just happens that 
Mr. Barnes is retiring at his own request. 

Mr. Pountot: Mr. Vaughan, your speech is the same as I heard in the 
House from the Minister of Finance. I know you are too great a man to copy 
anybody’s speeches. I would like to have your own made and it should be 
“ves” to my request. 

Hon. Mr. Micuaup: That would be yours then. 

Mr. Emmerson: There is one question with regard to this work that was 
done at Point du Chene. Do you anticipate you will be able to use it to some 
real advantage this coming year. Your difficulties there, of course, have been 
that you have not had coal. 

Mr. VaucHan: We have had it up actively with the Dominion Coal 
Company to see if they would not send a larger quantity of coal through 
Point du Chene this year. I think it depends to a large extent upon the vessels 
they are able to get through the shipping board at Ottawa. They are trying 
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to get more to carry coal between Sydney and Point du Chene. They are 


hopeful of getting them. If that happens we certainly can handle more coal © 


through Point du Chene than we did last year. 

Mr. Emmerson: Is that new carrier built? Has the full plant been 
established? Is the carrier built and established yet or is it still the old 
system? 

Mr. VaucHAN: We were using trucks last year, and the belt is now there. 
I think it is in process of installation. Of course, it is difficult to instal it at 
this time of the year but the belt is there ready to be installed. 

Mr. Watton: There was some question as to whether it was needed for 
some war project in which case we may be required to release it and continue 
with the trucks, but other than that we are prepared to instal it. 

Mr. VaveHaN: We will instal it if they do not take it away from us for 
some other purpose. 

Mr. Emmerson: You have it there now? 

Mr. Vaucuan: I understand we have the belt. 

Mr. Watton: It is there but there is some question whether some war 
project requires it, and if that happens the operation can be carried on the 
same as last year with the trucks. 

Mr. McCuttocu: How many boats do you think you will have coming 
up to Pomt du Chene? | 

Mr. Vaucuan: I cannot give you that information. We tried to get that 
information ourselves, but we have been unable to do so. We have put it 
up very actively both to the Dominion Steel Corporaticn and the fuel adminis- 
tration at Ottawa. 

The Cuatrman: I think now would be a good time to put in our record 
a statement from you with regard to just how much western coal you could 
use if it were obtainable. I am thinking about this other committee that 
Mr. Gray was in representing this morning, the reconstruction committee. 
I think it will be a good thing to have a statement in our report as to the 
amount of western coal that could be absorbed by the railway. 

Mr. VaucHan: I will have to do some figuring on that. I think I said 


this morning we could use any quantity of Canadian coal available of suit- 


able quality. I repeat that statement. 
The CHarrMAN: At the local price; you do your own haulage. 


Mr. VaucHan: Yes; the question of price has not been involved. I think 
the question of price could always be adjusted. We will take any quantity of 
coal that is offered to us by those Canadian mines. 


Mr. Durocuer: Could these Canadian mines put out a greater output 
than they do at the present time? 


Mr. VauguHan: As I understand it the Canadian mines are producing 
every ton of coal that they can with the men available. 


Mr. Dvurocuer: That means if they had more men at their disposal they 
could produce more? 


Mr. VaueuHan: I think that is true. 


Mr. McCuutocu: I understand some of the army men are coming back 
to the mines. ; 


Mr. VAUGHAN: Yes. 

Mr. McCuttocu: I noticed that in the paper. Of course, a lot of the 
reduction in the output in’ Nova Scotia is through absenteeism. 

Mr. VAuGHAN: Yes. 
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Mr. McCutitocu: Mr. Gray made a statement with regard to Cape Breton 
that about 14 per cent were absentes and 6 per cent were on the sick list, making 
a total of 20 per cent. 


The Cuarrman: What I have in mind is this: I suppose as chairman I 
should not say too much, but there are endless quantities of coal in the west 
and ‘as a reconstruction feature if we could get this coal moving it would help 
a great deal. They cannot use it down east because it costs too much to haul 
across the continent. They used to bring it down at a subvention of $7 a ton. 
Even then they could not compete with eastern coal. 


Hon. Mr. Micuaup: ‘There are large deposits of coal in the province of 
Saskatchewan. 

The CuHairMan: Very, very large. | 

Hon. Mr. Micuaup: We have had to haul American coal out there in the 
past winter. 

Mr. McCuruocu: I should like to say a word about the Thorburn- 
McBain seam. There are 5,000,000 tons of coal in the McBain seam, and Mr. 


_ 'Poole’s analysis showed it was one of the best steam coal in the province. It 


would be very easy to get out that coal. I was telling them in the other 
committee if they put 200 men to work there and have an output of 500 tons a 
day it would last for twenty-five years. 

Mr. Ross: Where? 

Mr. McCuuitocu: Thorburn, six miles from New Glasgow. The population 
there was about 1,500, and I suppose it is down to 900 now. The miners there 
are all employed in other mines in Nova Scotia, but they have their homes in 
Thorburn and I think it would make a very cheap coal if it were used. 

Mr. VAucHAN: I suppose someone will develop that sooner or later. 

Mr. McCuutocH: Well, I think in time some of the older mines will go out 
and they will have to develop the McBain seam. 

Mr. VaucHan: I should like to make this clear that while at the present 
time, and I think since the beginning of the war, we could have taken and can 


~ take all the Nova Scotia coal and western coal that is available, that does not 


apply in times of depression, when our coal consumption drops away down. 

Mr. McCuttocw: I understand that. 

Mr. Pounior: Mr. Chairman, may I ask Mr. Vaughan to be kind enough 
to give us some information regarding positions that are essential, railway 
positions that are essential and recognized as such by the selective service: 

Mr. Hanson (Skeena): He gave us all that two days ago. 

Mr. Pouuiot: It was not given by Mr. Vaughan. 

Mr. VauGHAN: ‘There are many positions. There is a list now being 
furnished to the Department of Labour. There are trainmen, agents, 
telegraphers, mechanics and men of that type who are essential to the service of 
the railway. 

Mr. Poutior: Brakemen and firemen? 

Mr. VAuGHAN: Engineers. 

Mr. Poutior: Telegraphers, operators? 

Mr. VAUGHAN: Yes. 

Mr. Pouuior: And with whom do you deal as a railway expert in the 
National Selective Service? 

Mr. VaucHAN: We deal mostly with the minister. 

Mr. Povuior: The minister himself? 

Mr. VAUGHAN: Yes. 
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Mr. Pouuiot: And he transfers it to the board? 

Mr. VaucHan: Yes. The C.P.R. and. ourselves have made _ joint 
representations to the Minister of Labour. 

Mr. Povxior: You do not pass any more through the Adjutant General’s 
branch of the Department of National Defence? 

Mr. VaucHan:. No, sir. 

Mr. Poutior: Mr. Vaughan, I should like to make a suggestion with regard 
to the train service between Montreal and Toronto and also via Ottawa. I 
wonder if it is not possible to have the best coaches put in the front of the train 
so as to give an opportunity to the early comers to get seats there and then put 
the older cars in the rear if you have to have them. Naturally those who would 
-come first would be entitled to better places in the cars. Also would it not be 
possible to tell the brakemen to stop at the entrance of the car until the car 
is filled and then go to the other car and tell people to get into the other car? 
It could be done easily. 

Mr. VaucHAN: We have a committee now, Mr. Pouliot, studying that 
situation to see how we can improve the conditions in those cars. We have 
requests to put parlour cars on again; we have requests to reserve seats at a 
charge in the first-class coaches and we have requests of all kinds from different 
people, members of parliament and others as to what we should do in connection 
with this service and we are giving it much study at the present time. 

Mr. Pouutot: Of course I do not object to coaches nor to first-class cars, 
old first-class cars, but it seems to me it is the duty of the brakeman to see that 
some cars are not overjammed while others have nobody in them. There should 
be a distribution of the travelling public. 

The CHairMAn: They do that now. 

Mr. VaucHAN: They try to do that as best they can. Of course, the 
brakeman is sometimes outside busy helping women and children, too, trying 
to do the best he can for everybody. 

Mr. Povuuior: I will tell you this: when I came to Ottawa the last time 
this week while some cars were filled to capacity others were not. Then, people 
have many parcels with them at times when they travel and it is pretty hard for 
‘them to go along the whole way to find accommodation when they take it for 
granted that the accommodation is given by the brakeman who is at the door 
of the car. = 

Mr. Vaucuan: Brakemen are supposed to notify the passengers if there is a 
place ahead so that they won’t all go into the one car or crowd into two or three 
cars. 

Mr. Pouttor: What happens is this, he does it from the rear, and the first 
two cars in the rear are jammed to the limit. Then, there was a dining car 
and the cars ahead were alright, nobody thought of going ahead. 

Mr. VauGHAN: We will be very glad to take your representations under 
consideration. 

Mr. Poutior: It is very little but it will help us all. 

Mr. Ross: Following that up, in connection with reservations, is it possible — 
for a passenger to purchase a section on one ticket? 

Mr. VaucHan: I did not get that. 

Mr. Ross: Is it possible now for a passenger to purchase a section on one 
ticket only? 

Mr. VAuGHAN: Yes. 

Mr. Ross: It still 1s? 

Mr. VAuGHAN: Yes. 
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ae Ross: Therefore he can purchase two berths although he sleeps in only 
one! 

Mr. VauacHan: He can buy a section if he wants to, yes. 

Mr. Ross: I take exception to that under the present conditions even if he 
purchases two sections on two tickets. 

Mr. VaueuHan: Of course, it is a very difficult thing for us to regulate, be- 
cause sometimes it might appear that a car is not going to be filled and then at 
the last minute a lot of people may come down who have not actually made 
reservations, they go to the sleeping-car office and attempt to purchase space at 
the last minute and it may be that someone is getting a section who only needed 
a lower berth or an upper berth; but these are all matters that are being studied 
with the Transport Controller at the present time, because we realize sometimes 
these things do occur and we are seeing what can be done about rectifying them. 

Mr. Ross: Under the extraordinary conditions which now exist in the way 
of travel and movement of troops, I think every attention should be given to 
this because I have heard of cases where a passenger has gone down to the 
station and purchased a berth at the last minute or gone down to try to pur- 
chase a berth at the last minute and then walk off and stay at the hotel, they 
could no find a seat and at the same time there will be a passenger with a whole 
section on one ticket. 

Mr. Vaucuan: Instructions of that ind should come, I think, from. the 
government or from the Transport Controller, but we are cooperating with them, 
as Mr. Michaud knows. The Transport Controller reports to Mr. Michaud. 
and there are a great many things being dealt with every day in regard to 
improving the service-and making more accommodation available for passengers. 

Mr. Ross: I hope so. . 

Mr. Dusuc: Did you not alter that regulation when you put three trains 
instead of seven on the Chicoutimi service? 

Mr. VaucHan: I have not any recollection of it having been altered, Mr. 
Dubuc. 

Mr. Dusuc: I am sure somebody should have thought of it. To have only 
three trains a week instead of seven is a big enough sacrifice without having one 
passenger buying a whole section. Many of our people have to travel to Montreal 
during the night on a day coach. 

Mr. Vaucuan: I think your point is very well taken. 

Mr. Dusuc: It has not been thought of I am sure it should have been. 

Mr. Vaucuan: I would not say it has not been thought of. I think it has 
because a great many things have been discussed with the Transport Controller. 
All these things sometimes may seem slow in adjustment, but there are many 
things to consider in connection with that. But we will pursue that matter further 
because it does seem only right if the train is extremely crowded that every berth 
vacant should be made available. 

Mr. Dusuc: It has not happened I will expect from now on, until the 
seven trains are put back into service, that your agents should be told to sell 
only one berth to one ticket, not a section. 

Mr. VaucHan: What would we do then if we had half a dozen sections 
vacant in the car? 

Mr. Dusuc: I can tell you this, the number of berths that you could sell 
in the last two months to the people who have to take that trip in a day coach 
because they have to go to Montreal is sufficient compensation for what you might 
lose if you happen to have a few sections vacant now. 

Mr. VaucHAN: We will certainly go into that, Mr. Dubuc and Colonel Ross. 
I think it is well worth going into. 
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Mr. Ross: In other words, ration the space and you cannot make a mistake. 


Mr. Dusuc: If you ration the trains it is only reasonable you should ration 
the berths as well. I have had lots of complaints from people, but because it 
was a war measure I did not want to interfere. There is a war on and we have 
to suffer. It is very hard for the whole population there. There used to be 
seven trains a week and now there are only three. 


Mr. Pouuior: It was done under order of the Transport Bind or under the 
order of the Board of Railway Commissioners? As I understand it, the rate 
for an upper for half the price a lower was done under an order of the old Board 
of Railway Commissioners or the Transport Board. 


Mr. Vaucuan: I do not recall that, Mr. Pouliot. 


Mr. Poutior: Do you deal any more with the Transport Board in regard to 
these things, or the Transport Controller? 


Mr. VaucHan: Well, you have two agencies. We still have to conduct our 
regular business through the Board of Transport, but in connection with 
extraordinary matters, such as we are discussing, they are matters which come 
under the Transport Controller. 


Mr. Poutiot: Would the minister be kind enough to tell us what are the 
relations between the Board of Transport Commissioners and the Transport 
Controller? 

Hon. Mr. MicuHaup: ‘The Board of Transport Commissioners? 

Mr. Pouniot: Yes. 

Hon. Mr. Micuaup: ‘The Board of Transport Commissioners is a statutory 
institution under the Transport Act and they have to administer the Railway Act 
practically, and it is a peacetime organization. The Transport Controller is an 
officer appointed under the War Measures Act to regulate war material transport 
primarily, and in order to regulate his war material transport he has to interfere 
with passenger transport to make room for the other. . 

Mr. Poutior: What are the relations? 


Hon. Mr. Micuaup: There are no relations. Both report to the Minister 
of Transport, but one is not dependent upon the other. There are no alternative 
relations. 


Mr. Pountior: The matter is decided afterwards by order in council? 
Hon. Mr. Micuaup: Afterwards? 


Mr. Pouuiot: Yes, after you have both reports is the matter submitted to 
council? 


Hon. Mr. MicHaup: Not of necessity, because the order in council 
establishing the office of Transport Controller gives him wide powers and by 
that order in council he exercises those powers. 


Mr. Pouuior: Under his signature? 

Hon. Mr. Micuaup: Yes, under his signature. 

Mr. Povutior: And with the approval of the minister? 

Hon. Mr. Micuaup: And with the approval of the minister. 


Mr. Pountior: And without the approval of the minister it does not go into 
effect? Under the order in council of the Transport Controller with regard to 
railway business is it necessary for the Transport Board to get in touch with 
the Transport Controller before making a decision? 
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Hon. Mr. Micuaup: No. 
Mr. Pounior: They are independent? 


Mr. JAckMaAN: Just before you leave this subject of reservations, may I 
make this remark: if you want to get reservations to Toronto, for instance, you 
apply some days in advance. You have to leave your name and at 3 o’clock 
of the day on which you want your reservation you have to send a messenger 
down or go down and pick up your transportation. It seems to me that it might 
be better if in place of some people reserving all the time on the possibility that 
they might need it if they were required to pay cash for it it might make it easier 
for many of those who are genuine travellers going through to a destination to 
obtain tickets. I could mention a case that I ran across in Toronto one Sunday, 
an official of the Wartime Prices and Trade Board had no less than three tickets 
reserved, but his two senior men having gone by plane in the afternoon and he 
was in such a rush to catch the train that he was unable to cash in the tickets. 
I said, “If you like, I will cash them for you.” I had no difficulty in cashing the 
reservation, but he was not able to use his senior officer’s vacant chair. Are there 
very many vacant berths on the trains these days? I know it cannot be a very 
big percentage. Is there a certain amount of vacancy due tothe fact that 
people make reservations and turn them in at the last moment and you have not 
got the opportunity to sell them? That applies to both railways, of course. 


Mr. VauGHAN: ‘That does happen occasionally. I am not absolutely sure 
at the present time exactly what regulations are in effect in regard to reservations. 
Do you know, Mr. Walton? 


Mr. Watton: Those regulations in regard to the cut-off time at 3 o’clock 
were planned by our people with a view to making as many reservations as 
possible available that were not going to be used on the day of making the trip. 
It was thought that if a general arrangement were made whereby you had to buy 
the berth whenever you decided to go, maybe several days in advance, it would 
run into a lot of refunds, whereas the 3 o’clock cut-off time for trains that left 
late in the evening would still give plenty of time for people who find that after- 
noon that they are going, to get the advantage of cancellation. 


Mr. JAckMAN: Do you think you should have a rule that you cannot cancel 
within some hours of train time? As it is now, they are cancelling right at the 
last minute and given a refund. 


Mr. Wauton: The thought in connection with that was that it might work 
against us in that if you could not cancel, then you would have an empty berth. 
The demand is such these days that we like to think we are taking advantage of 
all possible cancellations, if they are inevitable, to get the use for others. 

Mr. JaAcKMAN: I do not want to generalize from a single instance which 
came within my own purview. But I am asking are there very many cases like 
that? Do you find you have one or two berths per car? 

Mr. Watton: No. I am told by our people who handle the reservations . 
that the present arrangements work out very well. There may be the odd 
exception, of course. 


Mr. Poutsor: Very often there is a waiting list for reservations. 


Mr. Watton: Yes; which comes in for action whenever these cancellations 
do take place. 

Mr. Poutior: There is a reservation made for a lower; and when there is 
no lower available there is a reservation for an upper. As soon as the lower 
is available, then the reservation is changed. 
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Mr. Wauton: That is right. 7 

Mr. Povuiot: It works out fine. I must congratulate them. They do fine 
work. 

Mr. Ross (Middlesex Hast): There is one question I should lke to ask 
of Mr. Vaughan in connection with the many freight cars we have over here 
from the American lines. To what use can we put those freight cars or to: what 
use can the C. N. put those freight cars and how long can they use them in a 
general way before they have to be returned to the American lines? 


Mr. VaucHAN: They are covered by regular per diem rules whieh are inter- 
national rules between American railroads and Canadian railroads. Those 
cars that come over here, come over loaded and they go to their destinations. 
We try, as far as we possibly can, to load them homeward. 


Mr. Ross (Middlesex East): I suppose they are doing the same thing across 
the line. 


Mr. VaucHan: Yes. But, of course, we have many more of their cars than 
they have of our cars, as the per diem balance shows. The rates are the same. 
We pay a dollar per car per day. The per diem rules are ‘quite elaborate. 


Mr. Watton: There is not so much a general and definite order in regard 
to the length of time you can keep the cars. The provision applies more to 
loading them in the direction of their home, owning road when they are loaded. 
The imposition of the per diem charge is intended to encourage the return of 
the car because of building up expense, and we have a department who are 
continually chasing these cars and endeavouring to find loads in the proper 
direction for them and generally to utilize them to the best advantage. In 
addition to that, the American Association of Railroads have a car service 
division, and it is their duty to follow up all cars that are unduly delayed. 
They have a tracing arrangement which points to these cars if they are unduly 
delayed with a view to getting them loaded in the direction of the home road. 
It is a very elaborate arrangement, but it does work out to the good utilization 
of what we call “foreign cars” owned by other roads, and avoids just as much 
as we can the hauling of empty cars. é' 


Mr. Ross (Middlesex East): The same arrangement, of course, applies on 
the United States roads. They are under the same regulations? 


Mr. Wauton: Yes. It isa two-way arrangement. 


Mr. Ross (Middlesex Hast): The picture doeg not look as black, then, 
especially if we have more cars of theirs than they have of ours. 
Mr. VaucHan: The arrangement is working out very well. 


The last item on here is with regard to the staff, and I should like to 
emphasize that. 


THE STAFF 


The officers and employees in all departments of the Canadian National 
Railways have worked loyally and efficiently to meet the new situations arising 
out of the war, and the directors record their appreciation and thanks. Upwards 
of ten thousand members of the staff are serving in the navy, the army and the 
air force, and others are serving in the Merchant Marine. 


That completes the narrative part. 


Mr. Jackman: Mr. Chairman, I have a question before you leave that. 
I am fairly well in accord with what the staff and the employees have done 


w 


3 
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in contributing towards the war effort for good and adequate transportation. 
There is a general feeling on the part of some, however, that railway employees 
are able to make rather large wages. Is that true or false? Have you any 


. figures that indicate the average wages for running crews—for the engineers, 


brakesmen and others? Can you give us a picture of that at all, for the year 
1942, say? 


Mr. VaucHAN: We can give you figures that would show the average 
earnings of this class of employees for 1942. I do not know whether we have 
them here or not. These men are not making any extraordinary wages. Of 
course, where the men are paid by mileage and they have an extreme mileage 
per month, their wages would be a little higher. But, generally speaking, they 
are not making any extraordinary amount. Their wages have not changed, 
except to the extent of the cost of living bonus. 


Mr. Hanson (Skeena): That arrangement is between the union and the 
railway companies? 3 


Mr. VaucHan: I did not hear that. 

Mr. Hanson (Skeena): The arrangement. for the wages to be paid per 
mile for the engineers is between the union and the railway companies? 

Mr. VaugHan: Those are the schedules in effect. 

Mr. Hanson (Skeena): The schedules in effect with the union. 


Mr. Watton: I might just say that while you may find some members of 
the various trades on the railway making fairly high earnings possibly for a 
given month, there are times we have been very glad to have their services, 
with the amount of business we have had to handle, even though it made a 
fairly high earning for some of them. Because of the number that have gone 
to the armed forces and so on, it has been a problem to properly man the road. 


Mr. JAckKMAN: What I am really asking is this. Does a first-class engineer 
on a good run— 


Mr. Watton: They are all first-class. 
Mr. Emmerson: A senior engineer. 


Mr. Jackman: Take a senior engineer, if you like to put it that way, on 
a good run, who is getting an average amount of overtime in this emergency. 
Does he make $2,000, $3,000, $4,000 or $5,000 a year? 


Mr. Watton: I think Mr. Cooper has some averages here. 
Mr. VaucHan: Mr. Cooper will read the averages. 
Mr. Coorrer: The number of men in the running trades last year was 


Mr. JAGKMAN: I did not hear that. 
Mr. Coorrr: 15,101. 
Mr. Jackman: Men? ° 


Mr. Coorer: Men. The total wages were »$41,920,000, which is somewhat 
less than $3,000 a year. : 

Mr. JAcKMAN: I have no doubt that the average is not extreme. But: 
owing to union rules and perhaps accidental circumstances, do some of these 
engineers make extremely high wages? 


Mr. Vaucuan: I do not know what you would call extremely. high, Mr. 


Jackman. 
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Mr. JAckMAN: I would think $5,000 would be quite a lot of money for an 
engineer. 
Mr. Pouuior: I would put it this way, Mr. Vaughan. Sometimes the men 
have to work a very. long time. 


Mr. VAUGHAN: Yes. 
Mr. Pounttor: Once when I was going down home—and it is not such a 
great distance; it is only 400 miles—a train was one full day late. 


Mr. Warton: You would run into very excessive payments on that which 
cannot be avoided. 
Mr. Poutior: It is no fun for a man to be in charge of a train for such 
a length of time. 

Mr. Wauton: No, it certainly is not. 

Mr. VauGHAN: You would not find very many $5,000 a year men. There 


might ‘be the odd man who would make that, but he would have to work hard 
for it. He would have to work a good deal of overtime to make that rate. 


Mr. Watton: There is one thing we find about these cases where apparent 
excessive earnings may be made over a brief period. Very often a man has 
to lay off for three or four days after that, because of long hours and exposure 
to the weather and that sort of thing. You can pick out short spaces when 
a pretty heavy earning appears, but taken over a month or two or three 
months, with the weather and other conditions, it does not result in, I would 
say, excessive earnings over a period. 

Mr. JAckMAN: That is what I am asking for. How much do these men 
earn in a year under present circumstances? 

The CHatrMAN: It depends on the number of miles you run, I suppose. 


Mr. Jackman: If you have 15,000 men who earn, on an average, close 
to $3,000 a year,—and they are all skilled artisans or whatever you call them 
in the trade who have to put in years of apprenticeship—I suppose there must 
be some in that who get a very high rate, because the average was $3,000. A 
good many will not get $3,000. 


Mr. Wauron: I thik you will find the odd one runs up to the rate of 


$5,000. But you will not find very many at $5,000 when you take the whole 


year around, figuring the idle time, sickness and so on, for which there is no 
compensation whatever. 7 

Mr. JAcKMAN: I am really trying to help out your manpower problem. 
If you can get $5,000 running an engine, there is not much use going in for 
accountancy, law and the other professions. I think the public ought to know 


Bata ty: 


Mr. Watton: Of course, again those high earnings are a matter of the 
time being. In quieter times there will be no earnings of that order. 

Mr. Jackman: But we are not going to have quieter times after this war. 

Mr. Watton: Oh. 

Mr. VaucHan: There are probably a good many going in for accountancy 
and law who would not be willing to do the work that these men do. 

Mr. Povutior: And they could not. 


The CHairRMAN: What are you going to do with these tables, gentlemen? 
We have a balance sheet on page 12. 
Mr. Hanson (Skeena): Is a motion to adopt the report in order? 


> 
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Mr. VaucHan: How would you like me to deal with this? Would you like 
me to read the tables or give the totals or what does the committee desire? 


Mr. Hanson (Skeena): Before we start in on these tables, Mr. Chairman, 


I should like to get a breakdown of the hotel expenses incorporated in the 
minutes, 


e ve CuHarRMAN: Are there any items in this balance sheet you want to 
iscuss? 


Mr. Jackman: Mr. Chairman, I am going to protest to some extent in this 
matter. We wish to be as co-operative as it is possible to be, but these balance 
sheets are given to us after the committee starts sitting. That is something I 
hope will never happen again, Mr. Minister, because we have not got time to 
study them. We have very important matters on in the house, and I have not 
had an opportunity to go over this balance sheet yet; and always in the past 
we have gone over it, item by item. .Surely the members will find various things 
they wish to inquire into as they proceed. 


Mr. Pounior: You cannot protest. They have asked you what you think, 
and everybody will agree with what you say. 


Mr. Jackman: A mild protest is a request. 
Mr. Pouuior: Just an observation. 


Mr. VAucuHAN: I think the fault may be ours. Some of us have got quite 
a lot of travelling ahead of us, and we asked if this meeting could not be brought 
on a little earlier this year and you very kindly co-operated with us. I think if 
there is any fault about bringing it on hurriedly, it belongs to the railway 
officials and not to the government. 


Mr. JACKMAN: I see. 


Mr. Hanson (Skeena): I should like to get a statement as to the different 
hotels, how much the cost was, the surplus and the deficit. 


Mr. Vaucuan: We will get you a statement to that effect. 


Mr. Hanson (Skeena): I should like to give notice of that now so that you 
will have a chance to get it. 


The CHarRMAN: Shall we carry page 12? 


Mr. Jackman: Mr. Chairman, this is the whole consolidated balance sheet 
for the railway. I think we should have some opportunity of discussing 1t. 


Mr. Hanson (Skeena): Take any item you like, Mr. Jackman. 


Mr. Ross (Middlesex): As a member of this committee, and perhaps as an 
old soldier, I would just like to pay a compliment to the staff. I’see we have 
over 10,000 members of the staff now serving in the army, navy and air force, 
with others serving in the merchant marine. I would just like to say that that 
is a wonderful and outstanding record. And I would like to say further to 
that, that this discipline, if you wish—of the regulations under which they service 
in the C.N. would add to the quality of their service in the different branches 
of the armed forces. And I think, Mr. Vaughan, you are to be congratulated 
on having a showing of that kind from the Canadian National while at the same 
time keeping up the quality of service that exists at the present time. 


Mr. Vaveuan: Thank you very much, Colonel Ross. 
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Mr. Pouuiot: I agree with you, Colonel Ross; but on the other hand there 
should be no curtailment of manpower if the railways are to carry on. And, as 
I said the other day in the house, what is done by the army is more heroic than 
what is done by railway men; but the work of railway men is just as noble as 
that of those in the armed forces; and it is necessary, and this is a war industry 
which is helping the army out—the army and as well the civilian population. 
And if we had no railway it would be impossible to transport troops from one 
point to another and to transport food and the tools which the army need; and 
the same thing applies with respect to the civilian population; and also the 
feeding of our allies. For that reason I do not see why any man who renders 
useful work in the railweys at all should be permitted to leave the railways. 
Railway men should be frozen so that there would not be any further difficulties 
such as we have had in some cases in the recent past. 


The CHatrMAN: Is there any discussion on page 12? 


Mr. JAcKMAN: First of all, with your indulgence, I am going to ask Mr. 
Vaughan what rate of interest the government is charging under that hire- 
purchase agreement with respect to $22,250,000. 


Mr. VauGcHAN: ‘They charge us 34 per cent. 


Mr. JAckMAN: Let me ask you this too: if we consider the amount of 
rolling stock which is required to carry on the present volume of traffic as 100 
and the post war volume of traffic as 80, will you require very much in the way 
of new rolling stock? You would require some, of course, but can we expect 
a large increase in rolling stock equipment which would tend to give employ- 
ment to men in the great equipment companies? 


Mr. VaucHAN: I think that would depend entirely upon the traffic available. 


Mr. JaAcKMAN: I am suggesting that if it is now 100, using that as an 
index, and if the post war figure is 80—that would be a decline of 20 per cent, 
which is not so much—under your expert management (I say that quite 
sincerely) you are able to make use of your present rolling stock to a much 
greater extent than perhaps would have been considered conceivable or possible 
before—you have new tricks now to expedite shipments and so on—in relation 
to an estimated volume of traffic after the war of 80 per cent as compared 
to 100 now, would you need very much in the way of new equipment? Some 
people are expecting that the railways will provide ways and means of re-employ- 
ment after the war when they begin to re-equip themselves with the rolling 
stock which is wearing out now and which perhaps will then have to be 
replaced. 


Mr. VaucHan: If we drop back to 80 say from 100, my own opinion is 
that our new equipment requirements will not be very great. 


Mr. JAcKMAN: For some years after the war? 


Mr. VaucHAN: There is certain obsolescence of equipment going on from 
time to time and we have quite a number of cars destroyed every year in the 
ordinary course of business which must be replaced; but I am of the opinion 
that for some time after the war we will not need to purchase any large volume 
of equipment. That depends upon traffic. 


Mr. JAcKMAN: Thank you. 


The CuatrmAan: Do you wish this table, the consolidated balance sheet, 
to appear in the record? 
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CONSOLIDATED BALANCE SHEET AT 31st DECEMBER, 1942 


ASSETS 
INVESTMENTS: 
Road and Equipment Property... .$ 1,890,;440,355 48 
Improvements on Leased Property 4,226,219 87 


Miscellaneous Physical Property. . 66,145,762 46 
TT $ 1,960,812,337 81 

Sinking Funds: 
System Securities at par....... $ 435,678 60 
Other Assets at cost.......... 321,176 91 


756,855 51 
Deposits in lieu of Mortgaged 
Property Sold: 


System Securities at par......' $ 1,966,500. 00 
Other Assets at'cost.)./:.G. Wi 2,701,212 23 
a 4,667,712 23 
Marntenance: Mind sii oey 2b yie resee elace teicca ans womans esl ends 8,425,000 00 
Investments in Affiliated Companies.............. 42.0'21,102 57 
Other Investments: 
System Securities at par...... $ 211,000: 001 
Other Assets at cost.......... 534,435 46 
—_———_—— 745,435 46 
oe $ 2,017,428,443 58 
CURRENT ASSETS: 
CORRE ies Gah REED ERG GS A Re Ol cp ee $ 10,242,498 81 
Speeral * MISPOS TS sch asst NE ree OIE ae ear ae ema ot gi 7,808,223 95 
Bills: Receivables as yy es Re ey eee ee a ae 75,000 00: 
Net Balances Receivable from Agents and 
Crom detonate ci eS Cea anne Hie ine one ae he 18;114,935 21 
Miscellaneous Accounts Receivable..............-. 19,894,312 02 
Material and Supplies—Ledger Balances.......... 48,456,428 23 
Interest and Dividends Receivable.............. 686,827 93 
Rents hi Recerva ble cc: diet <item aa ane mano he The 184,477 13 
Other: Cuarnent WA sseho tay by. ery emir tees mee athe ke 10,709,440 00 
—___—_—. 116,172,143 28 
DEFERRED ASSETS: 
Working )-Fund )-Adwaneess. . o2/. (cis ree yee oreo Mie or ne $ 220,735 57 
C.N.R. Insurance Fund: 
System Securities at par...... $ 10,828;963 45 
Other Assets at cost. yo vei. 1,351,543. 95 


12,180,507 40: 
iris tau gnliven ake piel: 8 pub UPURmMENRh Ma peoMiNny MIN Lay cart IMIS Aid Mai ca Bon 756,886 25 


Other Deferred) SASSER in Len eee eee ales ae eee 4,278,717 58 
rs 17,436,846 80 
UNADJUSTED DEBITS: 
Rents and Insurance Premiums paid in advance... $ 178,970 23 
Discount son: Wapital*Stoek Jato wile teens ous 189,500: 00 
Discount on ‘Hainded Debt ioe ee ae ee 8,883,269 25 
Other: Unadjusted: Debitays uote ey seme ler egies ak. 3,955,793 68 


13,207,533 16 
$ 2,164,244,966 82 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the companies comprising the Canadian 
National Railway System for the year ended the 3lst December, 1942, and subject to our 
report to Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet is 
properly drawn up so as to exhibit a true and correct view of the affairs of the System as at 
the 3lst December, 1942, and that the relative Income and Profit and Loss Accounts for the 
year ended the 31st December, 1942, are correctly stated. 


. GEORGE A. TOUCHE & CO., 
16th March, 1943. Chartered Accountants. 
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CONSOLIDATED BALANCE SHEET AT 3lst DECEMBER, 1942 


LIABILITIES 
Capital Stocks of Subsidiary Companies held by Public 


STOCKS: 


Lone TERM DEBT: 
Funded Debt Unmatured: 
ROM LETC ele aaa We Aw aE cee. alae eu evel Chasers 
Pioldeine mpecial AMUNdS We thee ee sleds e'sie caleuh 


DOMINION OF CANADA (Accounts treated as assets in 
Public Accounts of Canada): 

PEEL rae et MaRS Wai aM ERE Me penN, Codie ee Sis! s Us ie 

Canadian.Government Railways—Working Capital 


CURRENT LIABILITIES: 
Traffic and Car-Service Balances—Credit......... 
Audited Accounts and Wages Payable............ 
Miscellaneous Accounts Payable................. 
THLeTeste Whabubed |e LI mp adda Ores csate eisai wend els: ome 
Unmatured fnterest. Acerued (ou ei es gba. 
Wamabured.; Rents! Aicerted 2 oi jiGe tee oe cae a aiets 
Accrued Tax, biability ie ees pepe aah SW AS a 
Orne reo urrenig, stat VDLELTOSa ct barat ide tema wicvae where, worse 


$ 795,773,932 


13,442,142 


$ 502,856,460 


$ 


8,820,309 
13,083,237 
4,338,900 
6,656,933) 
7,018,836 
403,347 
2,516,298 
3,470,454 


16,771,980 


POPP RRM NS PDA LINE TIS. us Gener. ahs Bnet teeta Crea tH aie ar hal aie) trl C1 bate Sarl al citacla sg MG 


UNADJUSTED CREDITS AND RESERVES: 
RW EEG S ENBUT ACG MeOSOLV EL ih cdc clom aie siudalmaewease 
AECPUCH we LGDNCCIATION Tk, loud coctie vi ie lx ela alee tee 
Maintenance and other Reserves.............200% 
Other: Unadjusted Creat isiie. ales ois ern Qe Fears es 


DoMINION OF CANADA—PROPRIETOR’S HQuity— (See Note) 


Represented by— 
1,000,000 shares of no par value capital stock of 
Canadian National Railway Company.... 
5,000,000 shares of no par value capital stock of 
The Canadian National Railways Secur- 
ities Trust 
Capital Expenditures on 
Railways 


Canadian Government 


eooeeo sees ess eeeeee ers e ere eree ee se severe ee 


CONTINGENT LIABILITIES: 


12,180,507 
40,132,934 
18,680,642 
11,000,244 


18,000,010: 


298,842,882 


17 


377,885,131 95 


For major contingent liabilities, including pension plans, see page 23. 


NOTE :—The Proprietor’s Equity is included in the net debt of 
Canada and is disclosed in the historical record of Government 
assistance to railways as shown in the Public Accounts of Canada 
in accordance with The Canadian National Railways Capital 


Revision Act 1937. 


$ 4,564,600 00 


809,216,074 19 


519,628,441 42 


46,308,317 55 
7,805,190 66 


81,994,328 88 


694,728,014 12 


$ 2,164,244,966 82 


T. H. COOPER, 
Comptroller. 
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The CuHatrMAN: We will now discuss the principal features of this balance 
sheet, should the members of the committee so desire. 

Mr. VaucuaAn: I will just refer to the principal items. 4 

Mr. JAcKMAN: With respect to maintenance funds: that is what we were 
talking about this morning, that is the amount you have in reserve with which to 
do maintenance work later on? 

Mr. Cooper: Yes, that is so; to the extent of $8,425,000. I might say also 
that the reserves are invested in dominion securities. 

Mr. JACKMAN: That 1 is the money you are going to spend after the war for 
maintenance? 

Mr. Cooper: Yes. 

Mr. JackMAN: Then, as to investments in affiliated companies—could we 
have a breakdown of that amount? 

Mr. Cooper: You will find it on page 23. 

Mr. JAcKMAN: Then, under current assets, the item of material and supplies 
—ledger balances: is that a new term? 

Mr. Coorrer: Yes. In 1942 for the first time we did not have a staff available 
with which to make a complete physical check-up. 

Mr. VaucHan: I might say this, that we run a continuous monthly inventory 
so that our inventory is accurate; but the annual detailed check of the auditors 
has not been made. 

Mr. JAckMAN: Do you also make a spot inspection to see that the amounts 
check with the certificates of the officers? 

Mr. VaucHAN: Mr. Matthews, can you tell us about that? | 

Mr. Matrrurews: 1942 was the first year in which physical inventories were 
not taken but in the prior years when physical inventories were taken at the 
principal inventory points we made certain checks on the physical inventories 
and adjustments with the book figures. This year the ledger balance as kept 
at the stock record points were the basis for it. 

Mr. JAckMAN: So the man-power shortage is part railways and part 
accounting? 

Mr. Marruews: That is right. 

Mr. VaucHan: In the years in which we did take inventories there was 
never very much of a difference. There would be less than 1 per cent of a 
difference; sometimes it would be over and rarely under. 

Mr. JAcKMAN: I see interest and dividends receivable; this is a consolidated 
figure to begin with? 

Mr. Coopsr: Yes. 

Mr. JAcKMAN: This item is interest or dpndende from stock held in com-— 
panies in which you have an interest? 

Mr. Cooprr: That is so. 

Mr. JACKMAN: Have you a list of those? 

Mr. Cooper: You mean the total of this item? 

Mr. JAckMAN: If we could have that. 

Mr. Cooprr: You have the companies from which we receive dividends and 
interest on page 23 of the report. The principal item in this amount is the 
interest due to Canadian National Railways by the Northern Alberta Railway. 
Their bond interest is due for payment on February 1. 

Mr. JAckMAN: Who owns the Northern Alberta Railway? 

Mr. Cooper: The Northern Alberta Railway is owned 50 per cent by the 
Canadian National and 50 per cent by the Canadian Pacific. 
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Mr. JAckMAN: Did they earn their bond interest? 
Mr. Coorsr: Yes, definitely. 


Mr. JAcKMAN: Then, as to the C.N.R. insurance fund: I presume that is 
what made inquiries about in previous years. Are there any securities held in 
that fund below cost or par value? 


Mr. Cooper: No. Iam pleased to say the market value for these securities 


is higher than their ledger value. 


Mr: JACKMAN: That 1 is the other asset SHOWN at cost $1,351,543.95? 
Mr. Cooper: “Yes. 


Mr. JAcKMAN: You are not buying any securities for that fund except 
dominion government or dominion guaranteed? 


Mr. Cooper: I would not say that, we do buy our own railway securities. 
Mr. VaucHan: I would say they are mostly guaranteed. 
Mr. Cooprmr: Not necessarily except in the pension fund. 


Mr. Vaucuan: ‘There may be the odd one that is not euaranteed, I think 
you will find that the large proportion are guaranteed. 


Mr. JAcKMAN: Are you buying some of the securities of lines which you 
use which are not guaranteed? 


Mr. VaucHan: There are some securities outstanding upon lines which we 
operate; such as the line between Coteau and Ottawa, the old Canada-Atlantic 
bonds. 


Mr. Cooprmr: Here is the list of the securities that we held at the end of 
1942: System securities, $10,828,000; Dominion of Canada bonds, $4,341,000; 
municipal and other bonds, $995,000; provincial bonds $736,000 and Canadian 
National-West Indies Steamship bonds, $100,000. 


Mr. JAcKMAN: In the unadjusted debits, do you write off each year part 
of the funded debt; I presume you must write off a certain amount each year. 

Mr. Cooper: Discount on funded debt? 

Mr. JACKMAN: Yes. 

Mr. Cooper: Yes we do, but not discount on capital stock. There is no 


reason why we should write off discount on a perpetual stock. It is never due 
and never has to be met. 


Mr. JAcKkMAN: It may be an asset I doubt if it is. 


Mr. Cooprr: You will notice on the other side of the balance sheet an 
item—capital stock of subsidiary companies held by the public—if you turn to 
page 25 you will see that included in the total is the Montreal and Southern 
Counties Railway, stock held by the public $189,500. That stock was all issued 
without consideration so it is shown on the other side of the balance sheet as 
issued for discount, it is all discount. It is simply a contra account. 


Mr. JAcKMAN: Has it any value at all? 
Mr. Cooper: I do not think so. 


Mr. JAcKMAN: If it is going to be there perpetually why do you not in 
these rather flush times straighten up your balance sheet in regard to it? 


Mr. Coorrr: Well I cannot see any purpose in that, Mr. Jackman. We 
have on the liability side capital stock issued $189,000. It is held by the public. 
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It is worthless. There is no need for us to write it off. I should think if anyone 
were going to write it off, it would be the owners. : 


Mr. JAcKMAN: You are carrying it in your asset side as a debit. 


Mr. Cooper: Carrying it as an unadjusted debit. 

Mr. JAcKkMAN: Is that part of the same group that we talked about last 
year? 

Mr. Cooper: Yes. 

The CHAIRMAN: Gentlemen, it is six o’clock. We will meet again to-morrow 
morning at 10.80 o’clock. 


The committee adjourned at 6.00 o’clock to meet again to-morrow, April 2, 
1942, at 10.30 o’clock a.m. 
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REPORT TO THE HOUSE 


SECOND REPORT 


Monpay, April 5, 1943. 
The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as its 
SECOND REPORT 


Your Committee has considered the following items of the Estimates 
referred to it on March 29, 1948, and approves of same, viz.:— 


Vote No. 385—Maritime Freight Rates Act—Canadian 


PRA Ona EiunliW AV SAT nay Sule te Cy low aeons Me Sh aa $3,350,000 00 
Vote No. 386—Maritime Freight Rates Act—Railways 

Overs shat San aclana Nationals gee. ok eu® sissies oe ered aula eet 900,000 00 
Vote No. 405—Canadian National (West Indies) Steam- 

Ships, amted-—Capitalsadvances A. (hock. gee ot a 2 20,000 00 
Vote No. 406—Prince Edward Island Car Ferry and 

eeenials = WenGlt 1943 eye Oe le eS ote et emilee a Sep: 475,000 00 


All of which is respectfully submitted. 


J.P. HOWDEN, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Fripay, April 2, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 10.30 a.m., the Chairman, Mr. Howden, 
presiding. 


Members present: Messrs. Donnelly, Dubuc, Durocher, Emmerson, Hanson 
(Skeena), Hanson (York-Sunbury), Harris (Danforth), Howden, Jackman, 
McCulloch, Michaud, Nicholson, Ross (.Uiddlesex-East), Shaw and Sissons. 


In attendance: Commander C, P. Edwards, Deputy Minister of Transport, 
Mr. R. C. Vaughan, Chairman and President, Canadian National Railways, 
Mr. N. B. Walton, Executive Vice-President, Mr. T. H. Cooper, Comptroller, and 
other officials of the Canadian National Railways; Mr. O. A. Matthews of 
George A Touche & Co., Auditors. 


The Committee resumed consideration of the Annual Report of the 
Canadian National Railway System for the year ended 3lst December, 1942. 


Messrs. Vaughan, Walton and Cooper were recalled and examined on the 
Consolidated Balance Sheet, Income Account, Profit and Loss Account, Operating 
revenues and expenses, equipment, etc. 


Mr. Vaughan filed a statement respecting the hotels operated by the C.N.R., 
and a breakdown of income and profit and loss accounts. (Incorporated in 
minutes of evidence). 


At 1.00 o’clock, the Committee adjourned until 3.30 p.m. 


AFTERNOON SITTING 


The Committee met again at 3.45 p.m., the Chairman, Mr. Howden, 
presiding. 

Members present: Messrs. Donnelly, Dubuc, Emmerson, Gray, Hanson 
(Skeena), Howden, Jackman, McCulloch, Nicholson, Ross (Middlesex East), 
Shaw and Sissons. 


The Committee gave further consideration to the Annual Report of the 
Canadian National Railway System for the year ended December 31st, 1942. 


Messrs. Vaughan, Walton and Cooper were further examined on the said 
Report. 


On motion of Mr. Donnelly, — 
Resolved,—That the Annual Report of the Canadian National Railway 
System for the year ended 31st December, 1942, be adopted. 


The Committee then proceeded to consider the Canadian National Railways 
Budget for the year 1943, Messrs. Vaughan and Cooper being questioned thereon. 


On motion of Mr. McCulloch,— 
Resolved,—That the’ Canadian National Railways Budget for the year 
1943 be adopted. | 
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The following items of the Estimates for the fiscal year ending March 31, 
1944, were considered, viz.:— 
Vote No. 385—Maritime Freight Rates Act—Canadian 


National “Railways? ht aac eee marr teen ren ane eS sae $3,350,000 00 
Vote No. 386—Maritime Freight Rates Act—Railways 

other ‘than?’ Canadian? Wationa bac aeceeen a ee 2 bea ee cae 900,000 00 
Vote No. 405—Canadian National (West Indies) Steam- | 

ships, Limited—Capital Advances 2.2.\ genie nies, es ome: 20,000 00 
Vote No. 406—Prince Edward Island Car Ferry and 

Terminals—-D ehicit, 1943 a. ie eae Ps ee ene tee ees .... 475,000 00 


On motion of Mr. Hanson (Skeena) — 

Resolved,—That the said estimates be approved and that the Chairman 
report accordingly to the House. | 

The Annual Report of Canadian National (West Indies) Steamships, 
Limited, for the calendar year 1942 was read by the President, Mr. Vaughan. 


On motion of Mr. Emmerson,— 

Resolved,—That the said Report be adopted. 

The Committee then proceeded to the consideration of the Annual Report 
of the Canadian National Railways Securities Trust for the year ended December 
31, 1942. 

On behalf of Dr. W. C. Clark, Deputy Minister of Finance and Chairman 
of the Trustees, Mr. F. M. Maclennan, Railway and Financial Services, Depart- 
ment of Transport, read the report. 


On motion of Mr. Emmerson,— 

Resolved,—That the said Report be adopted. 

Mr. O. A. Matthews, representing George A. Touche & Co., Auditors, was 
called. He read The Auditors’ Report to Parliament for the year ended 31st 
December, 1942, on the Canadian National Railway System, the Canadian 
National Railways Securities Trust, Trans-Canada Air Lines and Canadian 
National (West Indies) Steamships, Limited. 

Following examination of Mr. Matthews, the Auditors’ Report was adopted 
on motion of Mr. Hanson (Skeena). 

Witness retired. 


On motion of Mr. Gray,— 


Resolved,—That a subcommittee consisting of the Chairman and Messrs. 
McCulloch, Shaw and Jackman, be appointed to draft the Committee’s Report 
to the ance 


On motion of Mr. Hanson (Skeena) the Committee adjourned to the call 
of the Chair. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovusre or COMMONS, 


April 2, 1943. 


The Standing Committee on Railways and Shipping met this day at 11 
o'clock a.m. The Chairman, Mr. J. P. Howden, presided. 


The CHarrRMAN: Order; we were at the balance sheet yesterday. 
Mr. Hanson (Skeena): Page 12. 


Mr. VauGHaAn: There are one or two statements which were 
Chairman. There was a statement in respect of hotels. I will file 


on the record. 


HOTELS—OPERATING INCOME 


Account 502 Revenues from otel Operations. . 
Account 534 Expenses of Hotiel Operations. 
Account 535 Taxes on Hotel Property . 


Year 1942 


- Charlottetown .. 
Pictou Lodge . 
Nova Scotian .. . 


Chateau Laurier... . 


Prince Arthur .. 
Minaki Lodge .. 
Fort: Garry: see. 


Prince Edward.. 


Macdonald .. 


Jasper Park Lodge » _ 


Bessborough ., 


Year 1941 


Charlottetown .. 
Pictou Lodge .. . 
Nova Scotian .. 
Chateau Laurier . 
Prince Arthur ... 
Minaki Lodge .. 
Fort Garry . 


Prince Edward... .. 


Macdonald .. 


Jasper Park Lodge te 


Bessborough.. .. 


asked for, Mr. 
it so it will go 


$ 569,723.42 


1942 1941 Gain or Loss 
$4,895,506 .40 $4,467,078 .53 $428 427 .87 
4,174,077 .36 Soo MOge 2h 440,315.09 
151,705.62 141,815.55 9,890.07 

$ 591,500.71 $ 21,777.29 


INDIVIDUAL HOTELS 


Revenues Expenses Taxes Net 
$ 106,872.89 107,061.33 $ 4,899.00 $ 5,087.44 
V7 FTO. 2F 20,378 . 01 316.00 2,917.80 
694,949.83 550,958 . 34 Lo 46339 128,245.14 
2,095,889 . 30 1,651,869 .19 64,587 .72 379,432 .39 
196,849 . 39 185,401.47 6,476.11 4,971.81 
76,189.45 54,065. 39° 236.75 21,887 .31 
473,706.60 418,808 .43 29,566.84 25,331.33 
141,716.89 132,913.07 4,114.37 4,689 .45 
568,629'.44 474,331.70 16,583.88 77,713.86 
187,435.05 245,827 .58 6,152 27 64,544.80 
335,491 .35 332,462.85 3,026.33 PASAT 
$4,895,506.40 $4,174.077 .36 $151,705 .62 $569,723 .42 
$ 107,829.07 $ 102,473.79 $ 4,562.67 $ 792.61 
28,597 .59 28,104.96 321 :94 170.69 
603,286.42 481,569.55 12,930.38 108,786.49 
1,759,514 .59 1,290,283.00 63,487 .59 405,744.00 
208,032.97 181,726.46 6,073.83 20,232 .68 
TA 122 558 63,317.60 416.00 7,388 .98 
415,601.82 379,538.18 dt Ot, 2D 8,302 . 39 
131,541.61 131,966.54 3,658.01 4,082.94 
418,741.72 399,670.93 15,245.14 3,825.65 
429,699 .00 374,121.82 5,486.32 50,090.86 
293,111.16 300,989.44 . 1,872.42 9,750.70 
$4,467,078 .53 $3,733,162.27 $141,815.55 $591,500.71 


Then I am not sure whether it was Mr. Hanson or Mr. Jackman who asked for 


a breakdown of the other income and profit and loss accounts. 


that in here. 
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I will put 
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OTHER INCOME AND PROFIT AND LOSS ACCOUNTS, YEAR 1942 
Debit Accounts 


Railway.) TaxAccruals (ore Go sent tees Aletnietets ate Wi sires $ 6,020,140 74 
Hire of Freight, Cars—Debit, Balances. 2.000 cls at cieteicgtem ole os 5,115,873 74 
Rent. for Locomotives iss woes ie ae rae elk inch reas Die eens shane « 62,772 33 
Rent for Passengersl rain Carseat eget tueecet iv ee kuete ee 495,442 65 
Rent’ for’: Floating “Haquipmenty2 sie yah. erstenee wettest eaters 17,883 33 
Rent:for “Work *Hquipments so eens Caw totes wrens eal tar T8200 
Joint . Facility. Rents+-Debitigt olan rs san. ee eos cin eineie see 2,383,882 98 
Miscellaneous) ‘Rents—-Debats tors ec cycisie.t euate seus ces sis aer es bial fare stiotsn 541,459 33 
Miscellaneous Tax tAccrualscce aya se clewseris ieee tesa aieasneeer 96,057 78 
Miscellaneous Income Charges and Appropriations............ 2,291,787 85 
Rent for Leased Roads and Equipment............5......... 1,483,345 19 
Interest’“on’) Uniunded # Debi tee ua veto aicie 2 eine pistons ke 192,017 48 
Amortization of Discount on Funded’ Debt.................. 1,012,379 87 


Loss from Retired Road and Equipment—Debit............. 2,356,466 06 
‘__________— $22,076,834 68 


Oredit Accounts 


Rent :from Locomotivess got ate ins ooo ie > wie coe tcenetciay teeta ee ae 108,629 51 
Rent: from: Passenger-Urain) Oarsicns . sieracetis ere a sien eee etree 276,871 98 
Rent from Floating *Naquipmentsccs s+ ee 5 een ices crate 10,413 38 
Rent. from Work Honipmenty cee: aly ot eee ee eee 107,544 10 
Joint: Facility Rent neomeniim sis aw Weenie ere ee 1,874,215 00 
Net “Hotel Operating incomes ierer taki Cliente ales see ortetata et emenene 569,723 42 
Income from Lease of Road and Equipment................. 55,002-57 
Miscellaneous vy Bent. Income eee eine ee kook aie atc nies er ees 796,904 21 
Miscellaneous Non-Transportation Property—Credit......... 351,632 50 
Separately Operated Properties—Profit...............0.20e0- 629,843 17 
Dividend | Tnedmer i202 Pee NG Pe oie a ss ecm vane ea a0 2 DOUmO 
Income: from: Funded #Sectmtiest cee.) fee ya ema 2,380,836 57 
Income from Unfunded Securities and Accounts............. 301,051 74 
Income from Sinking and Other Reserve Funds............. 199,163 57 
Miscellaneous +—Licome. ho) Nate ae ae a ee leg, acne) Od Coane sen ae cya 1,295,022: 30 


Miscellanedius=—-Creditc (ee ae erage oie teresa eal tas ee Rha het en Pods 137,236 06 
——_—_——————__ 9,466,426 83 


$12,610,407 85 


I think it was Mr. Hanson who asked for some information in regard to our 
grain rates in the west as compared with the rates on the United States lines. 
IT have some figures here which I might mention which will indicate the differ- 
ence in the rates. The rate in Canada from Regina to Fort William, 776 miles, 
is 20 cents per 100 pounds. From Glasgow, Montana, to Duluth a distance 
of 779 miles, the rate is 38 cents. That is nearly double the Canadian rate. 

Hon. Mr. Hanson: That is a comparable haul, is it? 

Mr. VaucHan: Yes, comparable in every respect. Going the other way to 
the Pacific coast the rate from Wilson, Alta., to Vancouver, 780 miles, is 22 cents. 
From Helena, Montana, to Seattle, 775 miles, it is 42 cents. We have taken the 
nearest mileages we could in the United States. 


Mr. Hanson (Skeena): Is that the export rate or the domestic rate? 
Mr. VaucHan: It is the export rate. 


Hon. Mr. Hanson: I do not want to labour this question but there is great 
complaint in our country about the domestic rates as against the export rates. 
It has been stated on many occasions—I think it is true—that in the days before 
the war you could ship grain or flour from Canada to Antwerp and back to 
Halifax cheaper than you could bring it from the west to Halifax. Is that 
situation correct? 

Mr. VaucHan: I would be surprised at that, Mr. Hanson. We have not 
got the exact rates with us, but the rates, as you know, are all subject to the 
approval of the Board of Transport. 


Hon. Mr. Hanson: Of course, there is a great differential between the 
export rate and the domestic rate? 7 


Mr. VaucHan: The export rates are lower than the domestic rates. 
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Hon. Mr. Hanson: Very much lower in a case of that kind, are they not? 

Mr. VauGHAN: The export rates are nearly always lower than the domestic 
rates. 

Hon. Mr. Hanson: I realize that. You would not like to say it is quite as 
bad as I suggest? 

Mr. VauGcHAN: I do not think it would be. 

Hon. Mr. Hanson: Well, it is bad so far as the people of the Maritimes are 
concerned. 

Mr. VaucHAn: I have not heard any complaint from the Maritime provinces 
in regard to the rates for a long time. 

Hon. Mr. Hanson: All you have to do is mention it. 

Mr. Hanson (Skeena): Until we got a cheaper rate for feed grain to British 
Columbia a few years ago they could ship feed grain to Japan and China cheaper 
than they could ship it to the Fraser valley, but that was adjusted some years 
ago. | 
Mr. VauGcHAN: There is one other question. I think it was Colonel Ross 
who raised the question about sleeping car accommodation. He asked why we 
would reserve a section for one man when there was a shortage of accommo- 
dation. We have been in touch with that matter since the question was discussed 
here yesterday. Mr. Walton has some information he can give you on the 
subject. 

Mr. Watton: What I find is that the sale of a section for one passenger 
occupancy is a tariff regulation which is on file with the Board of Transport 
Commissioners and cannot be changed without the consent of the wartime prices 
and trade board. Our people are preparing an application now in conjunction 
with the Canadian Pacific asking for the cancellation of that provision so as to 
open up all that space for use by the greatest number of people. 

Hon. Mr. Hanson: That is quite justified. In the days of low traffic they 
- besought you to take a full section, but I do not believe you are justified in 
maintaining that now. I agree you are right. 

The CHAIRMAN: We were on page 13. 

Mr. VaucHaAN: We were on the liabilities side of the balance sheet. 

Hon. Mr. Hanson: Had you finished the assets? 

Mr. VAUGHAN: Yes, we finished the assets last night. 

Mr. JACKMAN: Just before you go on I understand there was one increase 
in passenger rates, namely from some point in the east to the Pacific coast? I 
understand it was to accord with some change in the American system and in 
order that our line would be on a competing basis, but there is a certain amount 
of feeling out on the western coast that rate was, if not unjustified, at least 
discriminatory against people living on the coast? 

Mr. VAuGHAN: That is true. There was some small adjustment. 

Mr. JACKMAN: Was it very small? 

Mr. VAUGHAN: Yes, the increased revenue to the railways is very small in 
connection with it. 

Mr. JACKMAN: On a ticket how much? 

Mr. VauGHAN: It was something that was necessary to be done on account 
of our arrangements with the United States lines. 

Mr. JACKMAN: How much was the increase in the rates for passengers here? 

Mr. VaucHan: I have not got those figures. We could give them to you. 
Our total increased revenue for the railway would be something like $100,000 


on account of the adjustment in passenger rates brought in by the increase in the 
United States. 
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Mr. JacKMAN: Why do we have to follow the increase in the United States? 
Why could we not go on our own, particularly in wartime? 

Mr. VauGHAN: We have many favourable arrangements with the United 
States lines in regard to international rates and transcontinental rates and they 
notified us that unless we went along with them they would wihdraw these 
international rates which we have been trying to build up for a period of 50 
years, and that would have left us out on a limb. 

Mr. JAcKMAN: Have you had very much of a repercussion on the western 
coast? 

Mr. VaucHaNn: No, the complaints have been few. I have not got my 
file with me but I have only heard of one or two complaints. 

Mr. Jackman: Yesterday I gave the management a rather blanket endorse- 
ment; from what I could see of them they were endeavouring to do-a very 
good job operating under public ownership with the virtues and effects of 
that system. I was speaking also about this practice of feather bedding, and 
you have told me that as far as the management is concerned that you have 
no reason to ask for any change in that connection, that the practice ‘as at 
present operating is quite satisfactory. I wonder if you would be good enough 
to tell me how far the cab men—I believe that is the classification—take a 
modern train for a day’s run in order to earn a day’s pay? You know what 
I am driving at anyway, Mr. Vaughan, whether I have expressed myself in 
railway language or not? 

Mr. Vaucuan: I will let Mr. Walton explain that... 

Mr. Watton: One hundred miles is considered as a day’s work in this 
sense, that there is a regulation which would prevent us, for instance, from 
calling a locomotive engineer out for service, having him go through the neces- 
sary preparatory moves, take his engine and train and then run say ten miles, 
and we say, “that 1s all for today; you have done ten miles; you will be paid 
for ten miles.” There is a minimum of 100 miles once he starts on a road trip 
in order, as I say, that he will not be called out under conditions such as I 
have spoken of. 100 miles is a day in that sense but if it is 125 miles from 
one terminal to another he is paid for the 125 miles. 

Mr. JACKMAN: On a mileage basis? 

Mr. Watton: On a mileage basis. 

Mr. JAcKMAN: What happens, let us say, on the route from Montreal to 
Toronto, which is 330 odd miles, is it not? 

Mr. WaLTon: 333 or 334. 

Mr. JACKMAN: Does one engineer and cab crew handle the locomotive? 
Mr. Watton: No, one train crew runs through but as regards the engine 
crew one run is Montreal to Brockville, and one Brockville to Belleville, and 
one Belleville to Toronto. 

Mr. JACKMAN: You have three runs? 

Mr. Watton: Yes. 

Mr. JAckMAN: It takes three runs for the whole journey? 

Mr. Warton: It is approximately 125 miles from Montreal to Brockville, 
ninety-five miles from Brockville to Belleville, and 112, or thereabouts, from 
Belleville to Toronto. 

Mr. Jackman: How many hours does it take to go from Montreal to 
Toronto? 

Mr. Watton: On passenger trains, from six hours and forty-five minutes 
to eight hours, aoe to the different trains. I am speaking of ‘passenger 
trains now. 

Mr. JAckMAN: You have three different crews? 


‘ 
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Mr. Watton: Yes. . 

Hon. Mr. Hanson: Three different engine crews. 

Mr. Watton: Yes. 

Mr. Jackman: Is there anything physically to make it an over-arduous 
task for one cab crew to do the through run? 

Mr. Wauton: It is considered too arduous and I think the argument is 
correct. On no run that I know of anywhere is anything like 334 miles under- 
taken straight away. 

Hon. Mr. Hanson: It is a part of the working conditions with the union, 
is it not? 

Mr. Watton: As far as the working conditions of the union are concerned 
they prescribe a change-off at these respective terminals. All we would save by 
running one engine crew clear through on this undoutedly long run, as against 
changing them the way we do, is in the cost of that middle trip from Belleville 
to Brockville or Brockville to Belleville where we now have to pay 100 miles 
for 95, but the others are over 100 miles anyway so they get the actual miles 
from Montreal to Brockville and Belleville to Toronto. 

Mr. Jackman: I realize it may not make very much difference whether 
you change crews or not as long as you have to operate under union rules. 

Mr. Watton: Just a moment; in that regard apart from any union rules, 
if the union rules were not there, we would not contemplate running men on 
locomotives straight away for 334 miles. 

Mr. JackMAN: I quite realize that. In other words though, if it takes six 
and three-quater hours to eight hours to do this run and you have three 
different crews what on earth do the men do the balance of the day? 


Mr. Watton: Is that a matter of concern? 

Mr. Jackman: Their leisure time is not our concern or yours but the 
average time is two and a half hours even allowing for a 7 and a half hour 
average run. Surely a man does not earn a day’s pay in two and a half 
hours. 

Mr. Watton: As I say, the 100 miles is taken as the equivalent of a day’s 
pay for’the purpose I have spoken of, so that we will not call a man on duty, 
with all the preparation that goes with it, for a very few mules. 

Mr. JAcKMAN: You cannot call a man on duty for ten or twenty miles, 
and that is quite right. There should be a rule that you must not do that 
without compensating him adequately. But on the other hand, it does seem 
to be pretty ridiculous in these days, when you are operating under war 
necessity, with an acute shortage of train men such as engineers and so on, 
that they should get a day’s pay for two and a half hours work, and they do no 
more work for the rest of the day. Do they do any more work for the rest 
of the day? 

' Mr. Watton: Of course, they get their engine ready at the start of the 
trip. There are certain duties at the completion of the trip. They have to take 
the engine to the round house and so on. I might mention also that these 
are odd cases, and in the total there are a very small proportion, of men 
with runs such as you speak of. There are a great many with slower runs, 
passenger, and still slower runs freight, where the hours worked as compared 
with the miles are a great deal longer than this particular high speed line 
which you have chosen to refer to; and also, of course, it is the senior men who 
hold runs such as we are looking at of Montreal-Toronto. They have put in 
anywhere from twenty to thirty or thirty-five years working up to a run of 
that kind, which may have been some consideration. 

Hon. Mr. Hanson: I think it is a well established system. It has been 
operating all right for years. You take the run from Windsor station, Montreal, 


170 STANDING COMMITTEE 


to St. John, New Brunswick. They have five different crews on the engine 
on that run, and it is less than 500 miles. The train crews change once at 
Megantic. That is the conductor. It is a well-established principle in railway 
operations. I do not understand the term “feather-bedding” myself. I have 
never heard it before. 

Mr. JackMAN: It is too-well established, perhaps. 


Mr. Wauton: I think the reference to ‘“feather-bedding”, if I may just 
say so, in some of these articles that have been written, refers, in some measure 
at least, to decisions that have been given by the National-Labour Board in 
the United States, some of them causing long retroactive payments where the 
question has been in dispute for a considerable time. In Canada we have a 
Board of Adjustment on which the various roads and the brotherhoods are 
represented; and the manner in which the various grievances, some of which 
may involve questions of the manner of paying for a certain run, have over 
a period of years been adjusted in a manner which I can say quite satis- 
factory to the railways; and in no case that I ean recall have retroactive pay- 
ments of any extent—possible briefly, but no great extent—been involved. 
Some of these cases in the United States have involved retroactive payments 
reaching back two years or more and many thousands of dollars paid to 
the men who are alleged to have been aggrieved by these conditions. We have 
nothing like that in this country. 


Mr. JAckMAN: I have only chosen the Montreal to Toronto run because 
it is natural for me to do so, living as I do in one of those cities. But it 
happened to be a rather bad ease, apparently. Are there not other runs which 
are somewhat similar in the working out of the crews? 


Mr. Watton: I suppose it is inevitable, when vears ago the mileage aoe 
was accepted as a means of payment for the so-called running trades, that you 
would get a few cases where with an extremely fast or quite fast. service 
making the miles quickly, the resultant number of hours worked would be 
small. But on the whole, I think the mileage basis of payment for men who 
earn their livelihood by running the miles is a fair and reasonable way to pay 
for it. There is a certain encouragement to get over the road in good time 
when they can; and if, due to no fault of their own, delays creep in, then 
they get paid overtime. But the method of payment by mileage, I think, is a 
fair proposition. Always you can put your finger on an occasional case like I 
ee of where presumably undue compensation may creep in or a short day 

e involved, 


Mr. JAcKMAN: What puzzles me about this is that 100 miles a day seems 
like a very small run. I think it does to most railway men too. Am I correct 
in that assumption? : f 

Mr. Watton: Yes. But the 100 miles applies equally to the way-freight 
and the switching train which probably takes ten or twelve hours to cover 
this 100 miles. I should like to impress on you that the 100 miles is a so-called 
day chiefly for the purpose. I have mentioned at the outset, for protection 
eek a call for one half hour’s work, and then say that is all you get for 
the Ai 


. JACKMAN: A day’s operation is not confined to that? 
i Watton: No. It is not confined to that. 


Mr. JAcKMAN: It works a hardship against the war effort. I appreciate 
your point of view, but I find human nature to be the same in all classes of 
people. If I were in your shoes, I would not want to disturb the relation with 
my employees, because I have got a big job on my hands. I want to keep the 
traffic moving. You are not as much concerned whether the costs are perhaps 
a little bit more than they might be, as you would be if you were on the verge 
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of bankruptcy, you were about to perhaps lose your position and the railway 
pass in to some other person’s hands. I suppose that these rules apply to 
your rivals as well as applying to yourself, perhaps for the same reason. But 
you have no pressure brought to bear on you, as I see it, to cause changes to be 
made where you think there may be unfairness at the present time. 


Mr. Watton: Possibly I should clear up a point that I have not made 
clear enough. Since wartime traffic has been handled in the present volume, 
we have had a good many cases where men in the running trades, by reason 
of the irregularity of their runs—and to a certain extent this short day you 
speak of creeping in—have had eighteen to twenty-four hours, or possibly a little 
longer in some cases, of lay-over. We have said, ‘Here, will you be available 
for a trip in between?” They have said, “Yes.” And they have gone out. This 
does not interfere with good manpower usage in times of necessity. It is true 
when they are assigned to certain runs, if other men are available, they have 
the preference. But. we have found that many of these men who are on so- 
called regular runs, where there is time in between to make a trip which is of 
not too great a length, are entirely willing to do so and do respond. So that if 
your question is from the angle of so-called loss of manpower, that has been 
explored and there is no particular loss. : 

Mr. JAcKMAN: Let us assume that the men are the same as they are every- 
where else, with a good high average of patriotism and will work; notwithstand- 
ing that they do get high wages, a great deal flows back into the treasury through 
taxation. But you could do with fewer men; or I will put it this way: you 
have got the maximum of effort out of it, but it is costing the country a great 
deal more money because these men have two days, if you like, spare time 
and you ask them for an extra day’s work and they willingly respond. But 
you have to pay them for that extra job. 


Mr. Watton: We have to pay them, but they only get the going rate on 
the job they go out on. They do not get any inflated pay because of a job they 
do during a lay-off period. If they take the job we ask them to go out on, 
they get the going rate. 

Mr. JAcKMAN: I realize they may not get time and a half or double time, 
as they do in some cases. 


Mr. Watton: No, they do not. 


Mr. JAcKMAN: But they are fairly well-paid people, to start with, and 
they get extra pay. I noticed that from these articles; and I presume, like all 
articles, they pick out the highlights in order to make it interesting. I should 
think it would be of great interest to hear from you as to what other branches 
of your line have a similar situation as that which obtains in the line from 
Montreal to Toronto. Where else have you got the. obvious situation where 
you could eliminate one out of three shifts? 


Mr. Watton: I do not know that there are very many, but we arranged 
at least six months ago for our different territorial managements to review 
the various set-ups on runs, just with a view to taking advantage of any 
opportunity which there might be such as I have spoken of, to work in addi- 
tional work on top of a regular assignment, if the business reached a point 
where more men were needed and that was the only way of getting them. 
That has been explored and they have a set-up made so that they can take 
advantage of it as the occasion might require. 

The CHatrmMan: Mr. Walton, does. not the physical exhaustion element 
underlie this whole thing? 

Mr. Watton: It has to be given consideration right along. You cannot 
expect a man to—for instance, your question about one engine running straight 
through from Montreal to Toronto—men will not stand as much as machines 
will. It cannot be done. 
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Mr. JACKMAN: I realize that. You have three crews while you admit it 
could be adequately done by two. 

Mr. Watton: It is just the question of the run from Brockville to 
Belleville. ; 
Mr. JAckKMAN: Would you answer yes or no, two crews would be adequate 
to take the train from Montreal to Toronto? 
Mr. Watton: I think they might be. 
Mr. JACKMAN: Without undue wear on the personnel? 
Mr. Wauton: It is quite doubtful. 
’ Mr. JAcKMAN: You say it is quite doubtful? 
Mr. Watton: Yes, to do it in two; I do not think it is a reasonable 
proposition. 
Mr. Jackman: You think then that 100 miles is a fair day’s work for the 
cab men. 
Mr. Watton: No, not necessarily. One cannot answer such a question 
categorically. In miles, under the most favourable conditions, it is an extremely 
light day’s work. One hundred miles under maximum conditions of way freight 
and switching at many points is a full day’s work for anybody. 

Hon. Mr. Hanson: Is there not a distinction in working conditions as 
between passenger, express, freight services? I thought there was. 

Mr. Wauron: There are differences in rates, of course. 

Hon. Mr. Hanson: Different rates of pay as to that? 


Mr. WauTon: Yes. 

Hon. Mr. Hanson: Let me say this: is it not a fact that this point is a 
matter which has been faced over a long period of years and you have arrived 
at a certain result after long negotiations with the unions? 

Mr. Watton: That is correct, sir. 

Hon. Mr. Hanson: And nobody wants to disturb the position. 

Mr. Watton: That is correct. 

Mr. JackMAN: But, there is a war on. 

Hon. Mr. Hanson: I know. So far as I am concerned, I have no criticism 
to offer; and I have known very many locomotive engineers in my life time 
and have had some very good friends among them; and they do not live to be 
old men, they are running jerk water freight trains on the branch lines and 
when their retirement age comes they are ready to retire, most of them. That 
has been my experience with them. 

Mr. VauaHan: These men have considerable responsibility, in addition to 
at times having 700 or 800 passengers they have a million dollars worth of 
property behind the engine. 

Mr. Nicuotson: During some of the weather we have had this winter it 
would be hardly feasible to ask crews to run from Montreal to Belleville, that 
would be too long a run; and it would be hardly feasible to set up a terminal 
half way between Montreal and Toronto. Taking all things into consideration 
I think the men on these trains do a good day’s work from the time it takes to 
get ready for the run and put the engine away. I think it is unfair to step on 
to the train in the parlour-car and assume that because we can travel from 
Montreal to Brockville in a couple of hours that the engine crew must do the 
same thing. It is equally unfair to assume that every member of parliament 
works twenty-four hours a day the week round; those are the hours that the 
house is in session, and most of us find we have a lot of work to do before the 
house meets and after it rises; and so with the engineer and firemen, they have 
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work to do before they start their run. I think it would be a very unpopular 
move on the part of the Canadian National to make a change and increase 
that 100 miles to say 150. 

Mr. VauGHaNn: It would be impossible for the Canadian National Rail- 
ways to do it. It simiply could not be done. These schedules are in effect all 
over the United States and Canada. One hundred miles has been recognized 
as the basic rate for computing compensation for at least fifty years. It 
certainly would be unwise to suggest making a change in the middle of a war. 

Mr. JAcKMAN: Fifty years; is that the length of time since it was estab- 
lished as one hundred miles? 

Mr. VAUGHAN: It goes away back. I can remember it for over forty 
years. 
Mr. JACKMAN: One hundred miles constitutes a day’s run? 

Mr. VAUGHAN: Yes. 

Mr. JAcKMAN: Of course, what lies behind this whole thing is the improve- 
ment in the type of engine that you have, in road beds and so on with a result 
that a man can do a much bigger day’s work; and while some of these rules 
might have a real basis to them for spreading work when there is not enough 
to go around, nevertheless when the country is having an acute shortage of 
man-power I do think you should be able to get some amelioration of the rules 
as long as we have the emergency. 

Mr. Wauton: There may be some force in the argument as to the better 
motive power and the better conditions of the road bed, that have enabled 
men in many cases to earn their day’s pay in a shorter time. It has also 
enabled an improvement of delivery for the railway with the result that a 
good many more ton miles can be handled in the same length of time. 

Mr. JAcKMAN: Of course. 

Mr. Watton: It is a two-way advantage anyhow. 

Mr. JACKMAN: Your unit costs are not going up, but you cannot expect 
people to take all of the profits to themselves, it must be spread among the 
public, as our standard of living increases generation after generation. Your 
argument is untenable. 

Mr. Watton: It goes to the public in the form of better operating per- 
formance which we have been able to give. 

Mr. Jackman: Mr. Vaughan, you have what is known as a stero rail 
car; what is that, a single car? 

Mr. VaucHAN: It is a single car which has a device on it for detecting 
transverse fissures and other defects in the rails. 

Mr. Wauton: It is a diesel-operated single unit car manned by the 
experts who operate the machines in it for detecting flaws; plus a conductor 
and flagman to handle the train orders and operations over the road while it 
is doing the work necesssary to check up rail conditions. 

Mr. JAcCKMAN: How many in the total crew? 

Mr. Watton: I think it is operated with a conductor and flagman; I 
would not be positive about that. at the moment. 

Mr. JackKMAN: How many men do they carry all the time? 

Mr. Watton: It carries, I think, three in the crew; but we do not pay 
them, we have a contract with the company who owns the car. Other than the 
employees whom we supply to get the car over the road, the wages of any 
of the men who may be supplied are provided for in the contract. 

Mr. JAcKMAN: So you are using three of a crew on this car. 


Mr. Watton: Two, if I remember correctly. 
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Mr. Ross: I think there is certain merit in Mr. Jackman’s statement, Mr. 
Walton; if you follow this train from Montreal to Chicago. 

Mr. Watton: In what regard? 

Mr. JAcCKMAN: With respect to the changing of the cab crews. 

Mr. Ross: On the run from Montreal to Chicago, considering the num- 
ber of sections. 

Hon. Mr. Hanson: That is on the international run? 

Mr. Ross: Yes. 

Mr. Wauron: The next section of that run is Toronto and Sarnia. 

Mr, Jackman: That is a long run, about how far? 

Mr. Watton: It is around 170 miles. And now, if you are comparing the 
day’s run— 

Mr. Ross: Just follow that through, will you please? 

Mr. Watron: Then Port Huron to Battle Creek, which is about 160 miles; 
and Battle Creek to Chicago, which is just about another 160 or 165 miles. 

Hon. Mr. Hanson: And it takes six crews to run—how many miles? 

Mr. Watton: Roughly, 800. 

Mr. Ross: How many sections? 

Mr. Wauton: There are six operating sections; three from Montreal 
to Toronto, one from Toronto to Sarnia, and two from there to Chicago. 

Hon. Mr. Hanson: ‘Then, with respect to these operating sections, I 
suppose you cannot arbitrarily stop at 100 miles or 150 miles 

Mr. Watton: No, sir. You have to go to the round house terminal 
because that is where your facilities are. 

Hon. Mr. Hanson: But you have three crews from Toronto to Chicago 
travelling a good deal further than the three crews from Montreal to Toronto. 
There seems to be some inequity there. 

Mr. Watton: Yes. When you compare the unequal distance per trip but 
there is also an overall maximum on these mileages, so that if a man makes 
more miles on his single trip he will make less trips a month. ef 

Hon. Mr. Hanson: That does not help you very much because you are 
employing other cab men. 

Mr. Jackman: Yes, and you are not using your manpower to its maxi- 
mum. 
Mr. Watron: Except for the three men I spoke of a few moments ago— 
where they are short runs or a long lay over, we use them on extra runs, as I 
have indicated. 

Mr. JAcKMAN: What is the average maximum that a man will work; 
or, that you would give him; or, who sets the limit? . 

Mr. Watton: There is a general maximum now. Generally in the freight 
service it is around 3,800 miles a month and in passenger service it is around 
ona I am just speaking from memory. I am not sure that my figure is 
right. 
Mr. JACKMAN: Yes, it is right. One hundred and sixty miles a day, that 
would be 4,800 for a passenger run; and 3,800 or 127 miles per day in the 
freight. In an article 1 have before me which appeared in the Readers’ Digest 
for March—I imagine this is general information about conditions on the rail- 
ways in the United States—it says:— 


“The crew in the cab of the B & O’s Royal Blue between New York 
and Washington may work only one day in three. On the southern 
Pacifice’s Los Angeles-San Francisco Daylight, the engine crew is per- 
mitted to make only 12 runs a month. If the unions would let 
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engineers on the Union Pacific’s Streamliner work six 8-hour days per 
week for one month, these men would earn $2,000 and the rules would 
require them to lay off four months to catch up with their mileage limi- 
tation.” -This is true also of the Santa Fe’s Super-Chief and the 
Milwaukee’s Hiawatha. 

In our investigation, we asked nearly every railroad workman with 
whom we talked if he thought 4800 passenger miles a month was the limit 
of work ‘an engineer or a fireman could do safely and efficiently. 

‘Hell, no,’ frequently was the reply. ‘It might have been 40 years 
ago, when the rule was first cooked up, one veteran engineer declared. 
‘I’d like to handle this run every day for the duration. But I’d be making 
more money than most vice-presidents and it wouldn’t look so.good the 
next time we ask for a raise. So the union holds me down to around 
$400 a month. 


Is that foolish talk by a reporter or is it fairly well in accordance with the 
- facts and does it apply to the Canadian situation as well as to the American? 

Mr. Watton: I do not know that I can set a limit on what a man’s physical 
endurance would be for a month. 4,800 miles, as I mentioned a moment ago, is 
what we recognize as a month’s run in passenger service; but so far as the unions 
or brotherhoods are concerned they have gone along with us in making any 
additional use that we want to of the men up to what they feel their physical 
condition will stand if we require it. 

Hon. Mr. Hanson: Is not the Toronto-Montreal run rather an extreme 
illustration? 

Mr. Watton: That is our heaviest main line section, yes. 

Mr. JAcKMAN: Are there any peculiar rules affecting switching? 

Mr. Watton: Switching? 

Mr. JAcKMAN: Yes, that would not seem reasonable to anyone who was 
not familiar with it. 


Mr. Watton: I do not know just what you refer to; I cannot think of what 
might be the point, Mr. Jackman. If you can outline it more definitely I will 
give you the best answer I can. 


Mr. JACKMAN: Do you have a practice which is termed in the States “return- 
ing light”? 

Mr. Watton: That applies largely to a great many of the large terminals in 
the United States. It is a proposition in connection with interchange of traffic 
between two railroads, and they do over there what I think is rather an iniquitous 
practice in that if the crew of road A delivered, say, traffic to road B then they 
come back with just the engine because road B had a right to the work on that 
traffic, and the crew of road A would just bring back their engine. We have very 
little of that in this country because of the absence of the extremely large ter- 
minals involving in some cases many miles to travel to make the transfer from 
one terminal to the other, and I honestly do not know of any cases in Canada 

where there is any hardship in that regard. 
Mr. JAcKMAN: I did not say hardship. 


Mr. Watton: I am not trying to evade the point. In most of these locations 
the so-called interchange tracks are reasonably close, and they leave cars on 
one track and pick up cars on another track and bring them back. There is 
not any— 


Mr. JACKMAN: They do not travel light in Canada; I gather from what you 
say that there is no reason why they should travel light in Canada. 


Mr. Watton: I do not know about the reasonableness of it because of the 
fact we have no difficulties over it; the picture is not as extreme, would not be 
in any case in Canada. 
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Mr. JACKMAN: Due to circumstances? 

Mr. Watton: Due to circumstances and the absence of these very large 
terminals such as extend many miles out from Chicago. 

Mr. Jackman: If the average engineer’s run is 4,800 miles a month how 
is his basic pay determined? It is determined on the 100-mile route, but how is 
it arrived at? 

Mr. Wauton: How is he paid? 

Mr. JACKMAN: Yes. 

Mr. Watton: He is paid on a time basis converted into miles because all 
his earnings for the month total up to so many miles. He is paid on a time 
basis converted into miles at twenty miles an hour for getting his engine ready 
or any other preparatory work there may be before going out on the run. 

Mr. JAcKMAN: How much work does the engineer and the fireman do in the 
preparation of the engine? 

Mr. Watron: It is not so much a matter of preparation as prior inspection; 
that is, what we call terminal inspection. He has to know that the machine he 
is going to take out is satisfactory to him; no matter what the shop staff may 
certify that they have done on the locomotive, the man who is going to run it 
is saddled with the responsibility of knowing on his own check-up that it is all 
right. 

Hon. Mr. Hanson: He has that responsibility and is paid for it? 

Mr. Watton: He is paid for it. 

Hon. Mr. Hanson: How long has that rule ol half an hour before— 
Mr. Watton: Half an hour? 

Hon. Mr. Hanson: He has half an hour to put away his arene! 
Mr. Watton: Yes. 

Mr. Ross: He wants a last look at the gun. 

Mr. Watton: Yes. As soon as he turns a wheel leaving town he starts on 
miles. He is on miles until he reaches the other terminal. If for any reason any 
passenger train fails to make 20 miles an hour, which is the overtime limit, then 
he goes on overtime. In other words, he is paid miles or hours on the route, 
whichever is the greater. 

Mr. JACKMAN: Suppose I go to the roundhouse Sd take my engine to 
Montreal, starting from Toronto. I get half an hour for inspection. Does that 
account for ten miles? | 


Mr. Waurton: Yes. 

Mr. Jackman: Now, I get into the cab and I start off. Then the first section 
is Brockville. How many miles is that from Montreal? 

Mr. Watton: One hundred and twenty-five. 

Mr. JAcKMAN: That is five and one-quarter hours, is it? 

Mr. Watton: No, we do not put that into hours if he makes it straightaway. 
He gets a certain rate per mile and he gets 125 times that rate. 

Mr. JAcKMAN: What is the rate per mile? 

Mr. Watton: I would have to look that. up. 

Mr. JAcKMAN: Give me it roughly. 

Mr. Watton: There are different rates. We have the rate, ae with 
the smallest locomotive that takes a rate at so many cents and a fraction per 
hour. It would probably be around 6.3. Now, that is purely from mE NOLY = 

Mr. JACKMAN: Six point three cents per mile? 

Mr. Wauton: Yes. 
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Mr. JACKMAN: That would be $7.25 to $7.50, somewhere around there. He 
has got half an hour already. That gives another ten miles. 

Mr. Watton: Yes. 

Mr. JAckMAN: That would be 63 cents or a total of $8.13 which he gets. Is 
that all he makes for the day? 

Mr. Watton: There is also provision for final time at Brockville so that it 
may be— 

Mr. JAcKMAN: Another half an hour? That is not very excessive. How do 
you get the rate up? $8.73 is not a large sum. Where does he get the extra 
money? $8.73 a day is not going to give him a tremendous amount for his work. 

Mr. Watton: No. 

Mr. JACKMAN: It is not going to give him enough. 

Mr. Watton: No. 

Mr. JAcKMAN: How does he get the rest of the money? 

Mr. Watton: The rest of what money? 

Mr. JackMAN: He is earning $4,000 to $5,000 a year at least. 

Mr. Watton: No. You may remember yesterday I said there may be a 
few cases of engineers getting up to $5,000 a year; that is the very point I have 
been trying to make. While there may be a few cases to reach these higher 
figures, there will not be a great many, and if you find very many of the 
really high-paid men I think you could take it as a fact that they have put 
in very long hours to make this larger amount of money. 

Hon. Mr. Hanson: What you are telling us is that the conditions that used 
to obtain with regard to these high-paid men does not exist now? 


Mr. Watton: No. 
Hon. Mr. Hanson: But it used to obtain years ago? 
Mr. WALToN: Yes. 


Hon. Mr. Hanson: Let me give you an illustration. There is an express 
which runs from St. Stephen to Edmundston, New Brunswick. True it is a branch 
line. I do not think it runs as far as 175 miles. My old friend Charlie 
Henderson ran that as conductor for at least twenty-five years. 

Hon. Mr. Micuaup: Possibly forty. 

Hon. Mr. Hanson: Mr. Michaud knows him very well. I do not think he 
was conductor for forty years—I will say twenty-five years—he did that six days 
a week, and on the schedule rates of pay he had a fine income, and I told him to 
hug that job as long as he could. When he retired an additional crew was put in 
there. Two crews used to do it with two conductors, and I am not sure but 
that two cab crews did that. When he retired and the older men went off and the 
other men came in that road was probably handled by three crews instead of 
two, and one reason for that was to give more employment in the days of the 
depression, we will say, or when work was slack. So all these men with the 
high incomes have been cut down. I will give you another illustration: the 
C.P.R. ran a road from Fredericton to Woodstock called the Gibson branch. My 
old friend Charlie McGibbon was the conductor until the day he died, He went 
on duty at half-past six in the morning and took his train out at 7 o’clock and 
got to Woodstock and laid over four or five hours and came back to Fredericton 
at 8 o’clock in the evening and had a half-hour to put his train away. He made 
about $15 a day, and we used to check it in the baggage car and try to find out 
what he was going to make that year and I would tell him he should: hug that 
job. He had a run of six days a week. Now two crews are doing it. There is 
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a fiction in the minds of the public that these men are making an immense 
amount of money. That may have been true at one time, but it is not true now. 

Mr. Wauton: The percentage has been steadily decreasing; but it has been 
held to consistently in spite of this wartime traffic. 

Mr. JAcKMAN: Do the men get a day off a week as well as the Sabbath? 

Mr. Watton: In the running trades there is no recognition of Sunday as 
such because of the peculiar way in which the traffic runs, except on way 
freights and branch lines where there is no operation on Sunday; but on the 
main line we have to take the traffic as it comes. 

Mr., JACKMAN: You must give them a day’s holiday. 

Mr. Watton: They get exactly the same rate for running Sundays as for 
running any other day. 

Mr. JAckMAN: I am asking if they do not have a regular Saturday or 
Sunday holiday and whether they run five or six days a week? 

Mr. Watton: They may work any number of days a week. 

Mr. JACKMAN: I am talking of time hours. 

Mr. Watton: There is no recognition of Sunday or any other day or the 
equivalent in these running trades. That is another of the disadvantages in 
that line of work. You cannot say that you will be in on a definite day or at 
home on a definite day unless you choose to lay off on your own account and 
forfeit the pay. You cannot say to any man that he will be off on Sunday. 

Mr. JAcKMAN: Out of seven days—seven consecutive days—does the 
man work five days or six days or seven days? 

Mr. Watton: I cannot answer that question, because on one day if it is 
freight service, for example, he may go on duty at four in the morning. 

Mr. JAckKMAN: What do you aim to do? Do ge aim to give a man a 
holiday a week or not? 

Mr. Wauton: No, we do not do so. The purpose of this custom with 
regard to a monthly mileage is that he will have a certain number of hours 
out of the month free of duty but he does not get it because it happens to be a 
Tuesday or a Saturday; he gets it in between trips. 

Mr. JAcKMAN: I understand that. 

Hon. Mr. Hanson: These men have no holidays with pay? 

Mr. Wauton: None whatever. 

Hon. Mr. Hanson: You may recall—perhaps you do not—that an attempt 
was made to have a seventh day of rest whether it was Sunday or not but that 
didn’t go through. 

Mr. Waxton: Yes, it Just was not possible particularly on lines connecting 
with United States traffic, and now in time of war, of course, it would be 
unthinkable. 

Mr. SHaw: While we are at this point, at some time or other I wish to 
discuss the aspect of superannuation. Would this be an appropriate time to 
do so? We are dealing with salaries, and this is a very important matter, and 
if this is the appropriate time I should like to discuss this matter. 

The CHarrRMAN: We might as well go on with it now. 

Mr. SHaw: I have before me a letter relating to a Mr. W. E. Evans of 
Kdmonton who was employed on the Canadian National Railway and. retired 
because of ill health. Now, I would not bring this matter forward if it were an 
individual case, but there are certain charges and allegations which I think 
should be considered by this committee. I shall read one or two paragraphs from 
this letter which was not written by Mr. Evans but written by a responsible 
individual on his behalf:— 
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When the basis of the pension was changed from a non-contributory 
to a contributory scheme, Evans had completed about 18 years of con- 
tinuous service. During all this period there was only one month in 
which he was unemployed, and he neither applied for nor received any 
vacation. ) 

In 1937 he received an official notification to the effect that the period 
_of continuous service for purposes of his non-contributory pension would 
be 18 years 3 months, and that the amount of his pension would be 
$399, provided he qualified by having the necessary length of service 
and had attained the pension age. 

When he applied for his pension recently, he received a revised state- 
ment showing his period of continuous service cut down from 18 years 
3 months to sixteen years odd. On protesting this he was able to show 
from his own records that they had made a mistake and the figure was 
revised again to 17 years 1 month. 

He happens to be one man in the whole service who kept detailed 
records, and he protested this revision, showing an error of about four 
months. However, this will make no difference to the reduced amount 
of pension he gets because of the reyision in his service. It appears that 
the revision was made by deducting every day he was not working, even 
though he was at home and available for duty. 

Considering the long and continuous service which he rendered, that 
this was recognized when he was informed in 1937 that his service for 
pension purposes would be reckoned as 18 years 3 months, it strikes me 
as the worst kind of meanness to revise his pension just when he is to 
receive it. Even if they had made a technical error, surely a man with 
such a service record and who had received no leave of absence for a 
vacation or illness during all that time could have been given some 
concession. 

_ Evans tells me that this kind .of thing 1s carried out on a wholesale 
scale among the older men qualifying for pensions. 
He goes on to state that Evans has masses of evidence which he can produce 
in connection with this matter. I think this 1s a very important matter, and 
that we should get some information from the officials of the C.N.R. 


Mr. Vauguan: We will get some information on the Evans case. I do 
not recall it, but our pension rules are very cut and dried affairs and every 
man is given his pension strictly in accordance with the pension rule. We have 
100,000 employees today and we must treat them all alike. Men at different 
times are trying to get additional service for periods when they have been out 
of service for one thing and another. We have a committee who deal with 
matters of that kind and everything is gone into very carefully on its merits, 
and I am sure that no injustice is done to any .man. 

Hon. Mr. Hanson: On your interpretation of the rules? 

Mr. VauacHan: Exactly. On our pension board we have representatives 
of labour and no representations have been made to us by labour that we are 
not treating our men fairly. 

Hon. Mr. Hanson: I received a communication this week from a track- 
man at Brown’s Flats in New Brunswick—that is on the St. John-Quebec 
line—who was there for eighteen years, about, and he has reached what I 
assume is the retiring age and he has been notified that he is not eligible for 
any pension. I do not know anything about it. | 

Mr. VaucHAN: The fault lies with the man because that service pension 
was decided upon at the end of 1934 and every man should have checked up 
with our pension department in the meantime to see that his service pension 
was properly established. 
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Hon. Mr. Hanson: It was up to him, was it? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: Oh, well, now—was it? 

Mr. VauGHAN: Not altogether, but he always has the privilege of taking ~ 
the matter up with our pension department and finding out what his record 
is for pension purposes, and sometimes they do not do it. 

Hon. Mr. Hanson: I am afraid that was the case here. However, I cannot 
go into the details of this case because I have not got the reply; but this man 
certainly looked forward to the time when he thought he was going to get 
something, and he is out. This may be an extreme case. The pension is a 
valuable one from the standpoint of the employee. I hope it is interpreted 
liberally. 

Mr. VauGuan: I think the men in our pension board interpret the pension 
rules liberally. In fact, if there is a question of doubt they would rule in 
favour of the man. : 

Mr. SuHaw: Mr. Chairman, may I ask Mr. Vaughan if he would check 
this case and inform me as to the discoveries. From what I have been told 
verbally apparently this man has made every effort and he feels he has been 
discriminated against. It is also stated on his behalf that this practice is 
general among the older men qualifying for pensions. I do not think it should 
be dropped. | 

Mr.-Vauauan: We have had very few complaints from our men, but I 
will get you full particulars of that case and give them to you. 

Hon. Mr. Hanson: Mr. Vaughan, can you or somebody briefly state the 
pension provisions? ‘There is more than one scheme, is there not? 

Mr. VaucHan: We have three pension schemes. There is the old provi- 
dent fund on the Canadian government lines. No new members were taken 
into that after the Canadian National pension scheme was started. 

Hon. Mr. Hanson: Was that contributory or not? 

Mr. Vaueuan: Contributory, yes; of course, the old members who are in 
that are still carrying on and still contributing. Then there is the Grand Trunk 
superannuation scheme. They have not taken any new members in for over 
35 years but the old members are still contributing and carrying on. Under 
those two pension schemes the ages of retirement and pension allowable are 
different. So far as the Canadian National scheme is concerned, which 
everybody is now on and has been on for some years, it is based, of course, 
on a man’s service. The service pension was set up for every man at the end 
of 1934 based on his years of service and his average pay over a period of 
ten years. 

Mr. Emmerson: Over the-last ten years? 

Mr. Vaucuan: The highest ten years in service. 

Mr. Emmerson: The last ten years? 


Mr. VaucHan: The highest ten years in service, the best. ten years in 
service; his service pension was based on that. Then he builds that pension up 
in accordance with what he contributes and the railway matches dollar for 
dollar up to 5 per cent. That is, if he contributes three we contribute three; 
if he contributes five we contribute five; if he contributes ten we contribute 
five. We will not go above 5 per cent. 


Hon. Mr. Hanson: His contribution is gees on himself? 
Mr. VAUGHAN: Yes. 


Hon. Mr. Hanson: Ultimately that will be the only pension system as trege 
older men drop out? 
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Mr. VauGHAN: Exactly. 

Hon. Mr. Hanson: You will have a uniform system then? 

Mr. VAauGHANn: Yes. 

Mr. Dusuc: What is the retiring age, 65 or 70? 

Mr. VAUGHAN: Sixty-five is the compulsory retiring age. 

Mr. Ross: When a man enters the service how is he made conversant with 
the different pension regulations? 

Mr. VaucHaNn: A copy of the pension rules are available for him. 

Mr. Ross: There is no effort. to disseminate information continuously 


through the system? 


Mr. VaucHan: That is going on all the time. The employees are kept 

fully informed of the pension rules. 
. Mr. Ross: But not of their own status? 

Mr. VauaHan: They have their own -representatives on the pension 
committee. Three members of the labour unions are on the pension committee. 

Mr. Ross: I know there are always places where they can apply for 
information, but if it is anything like the army they just let the thing fritter 
away, and the first thing you know they are in trouble. They do not keep in 
close touch with the regulations. That is why I asked that question. 

Mr. VAuGHAN: We aim to keep the employees fully informed. We have 
our Canadian National magazine and other means of doing so. 

Mr. Ross: I was just going to ask that. 

Mr. Vaucuan: It publishes articles from time to time on pensions, and I 
think our employees are kept fully informed. 

Hon. Mr. Hanson: In addition to that do you not post notices at certain 
terminals of any changes in these things? 

Mr. VauGcHan: If there were any changes in the pension rules, which are 
few and far between, notices would be posted, yes. 

Mr. JAcKMAN: What is your experience as to the percentage of contribution 
by the employees? Do they take advantage of the plan up to the full 5 per 


cent for the most part? 


Mr. VAaucuan: They contribute all kinds of amounts, Mr. Jackman. Some 
do not contribute at all, and therefore they can only hope to get a comparatively 
small pension when they retire. Many contribute 1 or 2 per cent and we have 
a few contributing 10 per cent. I could not tell you offhand the proportions 
that contribute various amounts. 

Mr. JAcKMAN: I want to find out what human nature does in a case like 
this. That is my reason for asking the question. A good many do not take 
advantage of the generous or salutary provision of the railway in matching 
dollar for dollar up to the full extent. It is something they should do for 
their own interest. 

The CHAIRMAN: Can we proceed on page 13? 

Mr. Jackman: I think Mr. Vaughan has an answer there. 

Mr. Vaueuan: I probably could get for you, Mr. Jackman, the number of 
men who contribute 1, 2, 3, 4 or 5 per cent: I have not got it with me. 

Mr. JAcCKMAN: That is most imteresting. They should be encouraged to 
contribute up to the maximum of 5 per cent. Members of parliament wish 
they had the opportunity of doing that. 

Mr. VAuGHAN: You would be surprised at the number of men who are 
drawing out their contributions from time to time. They get hard up or 
sickness may strike them. Some man may have $800 or $900 or $1,000 to his 
credit and he will withdraw it. 
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Mr. JAcKMAN: Then you have to withdraw your contribution, too? 


Mr. Vaucuan: It is cancelled, but we encourage our men to contribute to 
the pension plan because we know it is in their interest. 


Hon. Mr. Hanson: You carry your own insurance? 


Mr. VAUGHAN: Yes, we carry our own insurance on all railway property 
with the exception of a very few risks that are covered outside. 


Hon. Mr. Hanson: And your fund is now up to $12,000,000? 
Mr. VAUGHAN: Yes, sir. . 
Hon. Mr. Hanson: Is this invested in your own bonds? 


Mr. Vaucuan: I think we gave that yesterday. Some of it is invested in 
our own bonds and some guaranteed bonds and a little of it was invested some 
years ago in municipal and other bonds. 


Mr. Emmerson: You were speaking of withdrawals from the pension fund. 
What penalty is there with regard to that in the case of men who, on reduction 
of staff, are laid off? Does that withdrawal affect their pension and their 
seniority rights when it comes to taking on men again? 

Mr. VaucHAN: No, their pension does not in any way affect their seniority 
rights one way or another. 

Mr. Watton: Is it seniority rights you are asking about? 

Mr. EmMmurson: Yes. 


Mr. Wauton: So far as seniority is concerned a man who has worked for_ 
us, other than the casual worker, once he is established with us if there is a 
reduction in the force he is given preference over newcomers so long as he 
keeps in touch with us, but if he is required and cannot be immediately located 
then he is permanently dropped. That is the seniority if that is what you 
are asking. 

Mr. Emmerson: There were cases under the provident fund where men 
were laid off from the shops in 1930 and 1931 and they withdrew their provi- 
dent fund money and lost their seniority rights, as I understood it, and position 
on the seniority list. 


Mr. Watton: I do not see how pension and seniority can conflict. One 
is a Service proposition and the other is governed by the regulations on pensions. 

Mr. Cooper: There was a condition under the Intercolonial fund and it 
came into operation in the period of depression. Some of the men did get 
their moneys from the fund, left the service of the railway, and by so doing 
lost their seniority rights. 

Mr. Emmerson: Some of the men had to leave the service bomen there 
was no work for them. 


Mr. Cooper: They do not leave the service of the company because there 
is no work. They just lay off. 


Hon. Mr. Micuavup: In order to get the amount of money they paid into 
the fund it was a condition of the old Intercolonial contract that they had to 
abandon the service of the railway in order to be entitled to withdraw. That 
is, in order to get their money they had to comply with the provision. 

Mr. Emmerson: Exactly. That is the penalty. To get the premium they 
had to withdraw. They had to sign away their rights. 

Hon. Mr. Micuaup: Yes. 

Mr. Emmerson: During the depression when they had to have money, they 
withdrew their money. They had to sign away their eae Is there any 
such condition in the Faeene pension fund? 
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Mr. Cooprr: In the Canadian National pension fund the only condition 
under which an employee can withdraw his funds is a state of urgent financial 
necessity; and that, has been construed as sickness by the Pension Board. 
For instance, take the case of a man who lays off; that would not be considered 
a reason why he should withdraw his contribution from the fund. He must 
be faced with some hospitalization costs which he cannot possibly finance or 
something of that nature; because, to him, it 1s a very serious loss. He not 
only loses his pension benefit which he has built up, but he loses the company’s 
matching contribution. As a member of the pension fund board, I can say 
that we scrutinize every application for a refund of contributions, and we 
refuse to permit a refund of contribution unless we are perfectly satisfied that 
the employee must have his money to meet an emergent personal financial 
situation. 


Hon. Mr. Hanson: I take it that he is out. 

Mr. Cooprrr: He cannot repay it. 

Mr. VauGHAN: He can resume contributions again. 
Mr. Coorrer: Yes, he can resume his contributions. 


Mr. Emmerson: It does not interfere with his right to come back on the 
railway? 


Mr. VauGcHaNn: No, not at all. 


Mr. Emmerson: If he has withdrawn it because of pressing conditions and 
at the same time he has been laid off on account of reduction in staff? 


Mr. VauGHAN: It does not interfere with that at all. On the Canadian 
National general plan, we do discourage our men as much as we possibly can 
against withdrawing their contributions from the fund. 


Hon. Mr. Hanson: Is that true of the old provident fund? 


Mr. VauGHan: The old provident fund is different and the Grand Trunk 
fund is different. They had certain benefits in those pension schemes that 
‘our general fund has not. For instance, with the Intercolonial provident fund 
I think they got one-sixtieth for each year’s service. If a man retired after 
forty years service, he would get forty-sixtieths. I think in the Grand Trunk 
superannuation fund he gets 14 per cent for each year of service. But in the 
Canadian National fund the terms are not nearly so liberal. The greatest 
a man can get is 40 per cent of his highest average ten years salary. He cannot 
get more than that under any conditions when he retires. 


Mr. Jackman: You mentioned a service pension as if it were something 
by which a man had a right to pension if he withdraws? What is that service 
pension? 

Mr. Cooper: The service pension is something entirely at the expense of 
the company. 


Mr. VaucuaN: The service pension was set up for every employee at the 
end of 1934. He did not have to contribute to that. The service pension was 
set up by the railway, but he builds that up in accordance with subsequent 
contributions. 


Mr. JACKMAN: That was just to take care of the service prior to 1934? 
Mr. VauGHAN: Yes. | 

Mr. JackMAN: It does not apply to service since then? 

Mr. VaucHAan: That is right. Shall we go on with the balance sheet? 
The CHarRMAN: Page 13? 

Mr: VAUGHAN: Yes. 
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LIABILITIES 
Stocks: . 
Capital stocks of subsidiary com- 
panies held by public........ is ee $ 4,564,600.00 


Long term debt: 
Funded debt unmatured: : 
Helds by *puBHich S eae rence $795,773,932 .14 
Held in special funds........ —— -18,422,142.05 809,216,074.19 


Hon. Mr. Hanson: Has there been a substantial reduction in the funded 
debt held by the public? 

Mr. VaucHAN: Yes. 3 

Hon. Mr. Hanson: We might have some details of that. Where is it? 

Mr. VauacHan: We will give you those figures. 

Hon. Mr. Hanson: All right. 

Mr. JAcKMAN: Before you go on, may I mention the item with which 
we closed yesterday, namely capital stocks of subsidiary companies held by the 
public, $4,564,600 and the contra item on the other side, namely discount on 
capital stock, ete. related to it. Last year, as you probably recall, it was sug- 
gested that some of these subsidiary companies in which you had part owner- 
ship should be put through the bankruptcy courts, if you like, so that you 
would acquire full ownership and thereby derive the full benefit of any of the 
improvements you were making on them. I do not know whether we had 
an expression of opinion from you as to what your view was on that, either 
as to the principle or as to the timeliness of it. Would you care to express 
yourself now? 

Mr. VaucHan: Our legal department have it in hand now. There are 
many complications in connection with it, but I had it up with them just a 
few days ago. They are giving intensive study to it with a view to deter- 
mining what is the best thing to be done having regard to all the circum- 
stances. 

Mr. JackMAN: Are there any, I will not call them critical angles to it, 
or politic angles? I think you understand what I mean. Is it better for the 
company, inasmuch as it is not going to mean very much except to straighten 
up the accounts, give you a better looking balance sheet, and complete owner- 
ship in this thing in case something does turn up in the future which might . 
prove embarrassing. Are there any reasons why it should not be done? 

Mr. VaucHan: Not from that standpoint. The principal reason seems 
to be legal complications, but we are trying to get at the bottom of this. 

Hon. Mr. Hanson: I suppose each case is a problem in itself? 

Mr. VaucHAN: It is. There are a great many of these shareholders who 
cannot be found. We have been trying to get in touch with them. They have 
apparently passed out of the picture and no one knows where they are. 

Hon. Mr. Hanson: It is easy enough to deal with them. 

The CHAtRMAN: Proceed. ' 

Mr. VaucHan: Mr. Cooper will answer Mr. Hanson’s question. 

Mr. Cooper: In 1942 there was a reduction in the amount of the funded 
debt outstanding to the amount of $325,178,000. 

Hon. Mr. Hanson: In 1942? 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: $325,000,000? 

Mr. Cooper: Yes. 
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Hon. Mr. Hanson: That is repatriation from Britain? 
Mr. Coorrr: $289,000,000 of that was by process of repatriation, yes. 
Hon. Mr. Hanson: What did they consist of—Grand Trunk securities? 


Mr. Cooper: You want the different issues? 
Hon. Mr. Hanson: If you could file a table, it would meet the situation. 


Mr. Cooprr: Yes. We can file a table showing that. 

Hon. Mr. Hanson: It is not in the accounts here? 

Mr. Coorrr: No, sir. 

Hon. Mr. Hanson: With respect to the balance of $26,000,000, may I 
ask what they were? Were they ordinary retirements? 

Mr. Cooprr: Yes. On page 9 of the report we show that $32,024,000 of 
securities matured and were retired during 1942. 

Hon. Mr. Hanson: That is matured? 

Mr. Coorrer: And then there was $9,490,000 of principal under equipment 
trust and sinking fund issues which were brought in. 

Hon. Mr. Hanson: Those are other maturities? 

Mr.Cooprr: Yes, sir. 

Hon. Mr. Hanson: Then you paid the government $14,000,000. You 
might file that table. How did you finance this $299,000,000? 

Mr. Cooper: We borrowed the amount from the dominion. 

Hon. Mr. Hanson: From the dominion government? 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: Are they outstanding? According to this balance 
sheet, they are not outstanding as a liability. 

Mr. Coorrer: Oh, yes, they are. 

Hon. Mr. Hanson: You have transferred them from a liability to the 
public to what? 

Mr. Coorrer: To the dominion. 

Hon. Mr. Hanson: To the dominion of Canada? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Do they come into the $519,000,000? 

Mr. Coorger: That is right. You will see the details of that on page 22. 

Hon. Mr. Hanson: If they are there, all right. 

Mr. Coorer: Yes. The details of the $502,000,000 shown on page 22 
show the different financing acts; and you will notice in that amount is 
$277,000,000 for repatriation of securities; also $106,000,000 which was also 
‘repatriation of the Grand Trunk debenture stock. 

Hon. Mr. Hanson: These are held by the government against the railways? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Do they obtain any income from them? 

Mr. Cooprer: Oh yes, sir. 

Hon. Mr. Hanson: So it is really a transfer to the government of Canada 
and is done as a matter of government policy? 

Mr. Cooper: Yes, sir. 

Hon. Mr. Hanson: No saving to you? 

Mr. Cooper: Oh yes, definitely; there was some saving. 

Hon. Mr. Hanson: You got a low rate of interest? 


Mr. Cooprr: Yes, there was a saving in interest on the securities out- 
standing; the average interest rate was something like 3-92 and dominion 
advanced the money at 3-5. 
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Hon. Mr. Hanson: -Do the government own these securities? 

Mr. Cooper: That is for the government to say, I suppose. 

Hon. Mr. Hanson: That answers my question. I have always wondered 
on this question of working capital; you have to borrow the working capital 
now under present conditions. or do they not allow you to provide your work- 
ing capital out of earnings; why is that? 

Mr. Cooper: Under what might be called prewar conditions, normal con- 
ditions, the railway had adequate working capital, but with the expansion 
of business due to war we have had to increase our working capital and we , 
had to borrow some from the government; in addition we have used some of 
the money created by reserves, which have been discussed in this committee. 

Hon. Mr. Hanson: Now, then, as you say, you have to have working 
capital due to the increased demands being made on the road and where you 
have not sufficient in your reserve you have to borrow from the government? 

Mr. Cooprer: Yes. 

Hon. Mr. Hanson: Where other people would borrow from banks? 

Mr. Cooper: That is true. 


Mr. JAckMAN: That amount of $16,000,000, Canadian government rail- 
ways working capital, is that filed from the government? 

Mr. Cooper: No. That is an item of a special nature. When the Canadian 
government railways were operated directly by the Department of Transport 
they required a certain amount of working capital and it was advanced out of 
public funds for the Canadian government railways— | 

Mr. JACKMAN: Voted each year by parliament. 


Mr. Coorer: It had been voted. When the Canadian government railways 
were transferred to the Canadian National for management the working capital 
came to use with the road and we took it up in our accounts on one side as a 
working capital asset and on the other side as a lability to the Dominion, 
and the lability has remained more or less stationary since 1923. 

Mr. JAcKMAN: You have continued that arrangement? 

Mr. Cooper: Quite. 

Mr. JackKMAN: Was it $16,000,000 from the government? 

Hon. Mr. Hanson: You pay interest on that? 


Mr. Cooper: No, sir. In the old days of the Canadian government opera- 
tion, that railway was not charged by the government with interest on public 
funds used for their construction and operation. Since 1923 the Canadian 
National Railways have had to finance the additions and betterments and 
find equipment for it—that is, for the Canadian government roads—the cost 
of doing that has become a charge against Canadian National Railways. 
Under Canadian government operations that cost would have been absorbed 
in the public accounts. 


The CHairMAN: Order, gentlemen, please; the reporters state that they find 
it difficult to hear the proceedings; would you speak a little louder, please? 

Hon. Mr. Hanson: Oh, I am sorry. Have you any other similar situations 
in your accounts to this one, or is that the only one? 


Mr. Cooprr: That is the only one, and it has been in our balance sheet for 
the last twenty years. 


Mr. JACKMAN: This identical amount? 


Mr. Cooper: Yes, the identical figure; I do not think it has changed for 
twenty years. They turned over $16,000,000 of stores and accounts receivable 
and we absorbed that into working capital. We are not attempting to repay it 
to the dominion government. We do not think we should. 
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Mr. JACKMAN: Surely you must make some adjustment from an accounting 
standpoint; you could not carry that forward year after year. 


Mr. Coorprr: I do not think so, Mr. Jackman. 

Hon. Mr. Hanson: Now, Mr. Cooper, with respect to the securities 
repatriated; were all the securities held in Britain against the company 
repatriated; or, are there still some outstanding securities over there? 

Mr. Cooper: The vesting order issued by the British treasury, of course, 
could only le against the securities owned by British residents or residents 
of the United Kingdom. 

Hon. Mr. Hanson: It only went that far; might it not operate against 
securities held by foreigners, people in other European countries—it could not 
go that far? 

Mr. Cooper: The vesting order was against securities owned by residents of 
the United Kingdom. 

: nue Mr. Hanson: It did not include securities owned by foreigners, residents 
there ! 

Mr. Cooper: Then, if any of these securities affected by the vesting order are 
held by Canadians we have undertaken to buy them in at the vesting price. 

Hon. Mr. Hanson: You mean from Canadians residing in Canada? 

Mr. Cooper: Yes, sir. 


Hon. Mr. Hanson: I am not speaking of that; I speak of securities of the 
system ‘physically held in Britain by United Kingdom Nationals, or of any 
persons holding them say from other countries of EKurope—you say it did not 
apply to them? 

Mr. Coormr: No, the vesting orders certainly do not extend beyond residents 
of the United Kingdom. 

Hon. Mr. Hanson: I see, it was limited to that. 

Mr. Cooprr: Yes, sir. 

‘Hon. Mr. Hanson: So there may be, there are undoubtedly then some still 
outstanding which have not been repatriated, and they will be held mostly 
on the continent? 

Mr. Cooper: You might have securities of a particular issue held in north 
Ireland, they would be subject to the order; but if Hoes in southern Ireland they 
would not be subject to it. 

Hon. Mr. Hanson: So there may still be a further substantial quantity yet 
of these shares outstanding? 

Mr. Cooper: There may be some of the securities held by other than British 
residents, just how much it is hard to say. 

Hon. Mr. Hanson: You said you were making an offer to Canadian owners 
on the basis of the same price as was indicated in the vesting order; what has 
been the effect of that offer? 

Mr. Cooprr: I cannot put my finger on the amount at the moment. There 
has been a certain amount turned in under the offer made by the railway. I may 
add that it was a rather small amount. 

Hon. Mr. Hanson: How much remains to be repatriated from overseas, can 
you give us that? 

Mr. Coopsr: It is very difficult to say that; there may be quite an amount 
of outside securities that have not yet been turned in. 

Hon. Mr. Hanson: Even those held by the British government? 


Mr. Cooprr: I was thinking of residents of the United Kingdom who, because 
of war conditions, may not have been able to find their securities, that they may 
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be tied up in estates and for one reason or another have not yet been turned 
in; but they are legally I think the property of the British government and the 
interest on them would be discontinued—sooner or later the transfer of the 
securities will be made. 

Mr. JACKMAN: Is there any reason to think that that might be a substantial 
amount; after all, you have stopped the interest on them. 

Mr. Cooprr: I don’t think it is any large amount. 

Mr. VaucHAN: In addition to what was included in the vesting order we ~ 
called for redemption the remainder of an issue of $60,000,000 Grand Trunk 4 
per cent guaranteed stock not subject to the vesting order. The general policy 
has been to get in as many sterling securities as it is possible to get in; mainly 
by the vesting order, and otherwise by offers made for that purpose by the 
company. , 

Hon. Mr. Hanson: And, by legal retirement? 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: Are any of those held in France? 

Mr. Cooper: I have no doubt there will be some, and some in Germany. 

Hon. Mr. Hanson: You are not able to tell us what proportion or how 
much, in dollars and cents, of these securities really should be repatriated under 
the scheme and which are still outstanding or where? 

Mr. Cooper: No, I am afraid I cannot answer that; I think it would be a 
small proportion. 

Mr. JAcKMAN: Have you any way of telling aren the coupons are presented 
for paymen in Canada, United States or Great Britain where these securities are 
located that you have not been able to retire? Do you get them from other 
countries? Can you tell from your banking connections where a coupon is pre- 
sented for payment? 

Mr. Cooper: Yes. Most of these are registered securities. The register 
shows the domicile of the registered holders. 

Mr. JAckKMAN: Most of these securities are registered? 

Mr. Cooprer: Yes. 

Mr. VaucuHan: We have a registration office in London, England, as well 
as in Canada. 

Mr. JAckKMAN: Debenture stock? 

Mr. Cooper: Debenture stock would all be oe cen 

Mr. JackMAN: Most of these securities we are talking about are debenture 
stock? 

Mr. Cooprgr: A large proportion, yes. 

Mr. JAcKMAN: Do you know exactly? 

Mr. Coorrer: In the case of registered stock, yes, we know where they are. 

Hon. Mr. Hanson: I think we should have this because due to the inter- 
national situation, we will say, of lend-lease, there may be complications later, 
somebody else may have a claim against the securities. 

Mr. Coopmr: Can we have exactly what it is you want? 

Hon. Mr. Hanson: If it is not too much trouble I should like to know 
how much in terms of dollars and cents—that is, gross, and if you can give us 
the details so much the better— of your securities are still held in Britain or 
elsewhere on the other side. 7 

Mr. Cooper: When you say “other side” you méan in Europe? 


Hon. Mr. Hanson: In Britain and Europe, if you can give us that infor- 
mation. 
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Mr. Cooprr: Let us say the United States? 


Hon. Mr. Hanson: No, I am not asking that at the moment because there 
ig no reason for that; whatever there is outside of the United States— 


Mr. Cooprr: Yes. 

Hon. Mr. Hanson: —and Canada. 

Mr. Cooper: We-shall try and get that for you. 

Hon. Mr. Hanson: It is a reasonably small quantity, you say? 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: The registered stock is easy but the bearer bonds may 
be more difficult. | 

Mr. VauGHAN: We will get all the information we can on it, Mr. Hanson. 


Current Liabilities: 
Traffic and Car- Service 


Balancest—— Gredits se. e/ Ae Pa a. $ 8,820,309 .43 
Audited Accounts and Wages 

Banat eer ay ea ae Parone he 13 083 237.44 
Miscellaneous Accounts Payable............ 4 338,900.95 
Interest Matured Unpaid. oc. Or et 6,656,933 . 50 


Hon. Mr. Hanson: That is a very sizable sum for interest matured unpaid. 
What does it mean? 

Mr. Coopgsr: Interest accrued to December 31, 1942, which is not yet due for 
payment. It may be due, for instance, on the 1st of March. We would have 
four months’ accruals in that amount. We charge four months’ interest to our 
income statement and set up hability under this. 

Hon. Mr. Hanson: To take care of the situation? 

Mr. Coorrer: Yes. The railway accounts are on an accrual basis, not on a 
cash basis. 

Mr. Suaw: May I ask to whom these interest charges are payable? 

Mr. Coorrer: To the holders of the securities, and the securities themselves 
are all listed on pages 21 and 22 of the report. 

Mr. SuHaw: What I had in mind in particular was the bank interest. What 
proportion of that is bank interest? 

Mr. Coorrr: Not any. 

Hon. Mr. Hanson: The government is the railway’s banker; they do not 
borrow from the bank. 

Mr. Cooprr: We are not borrowing from the bank at all today, no. 

Mr. VAUGHAN: 


Unmatured Interest Accrued.............. $ 7,018,836 .34 
Unmaturedy Rents Accrued. 8) ol eo ke. 403 347 .04 
PINGEDICC OL ey EIA DIG 350k ya ate of ese By wad, 2,516,298 . 54 
Other Current brabilities see wee 3,470,454 .31 


$46,308,317 .55 


Hon. Mr. Hanson: You have tax accruals in certain municipalities and in 
the provinces. What is your total tax bill? 

Mr. Vauauan: Six million odd. 

Hon. Mr. Hanson: What does your competitor pay, do you know that, 
including income tax, if you know? 

Mr. Cooper: Our taxes in 1942 were $6,930,000. 


- 
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Hon. Mr. Hanson: That goes principally to provinces or municipalities 
or to where? 

Mr. Cooper: It would be to municipalities, also unemployment insurance 
tax. 

Hon. Mr. Hanson: What proportion would be unemployment insurance? 
What I am trying to get at is this, you pay actually no direct taxation; 
unemployment insurance is an insurance premium. 

Mr. Cooper: Unemployment insurance 1942, paid the dominion government 
by the railway, $784,000, by the express department $33,000, by the telegraph 
department $38,000. 

Hon. Mr. Hanson: Then you paid Workmen’s Compensation too; is that 
included? 

Mr. Cooprr: No, sir; that would not be a tax,, that would be an operating 
expense. . 

Hon. Mr. Hanson: That is a necessity? 

Mr. Cooper: Yes. | 

Hon. Mr. Hanson: Then the balance would be, whatever it is, paid to the 
provinces and municipalities. 

Mr. Cooprr: We have a lot of United States taxes. 

Hon. Mr. Hanson: I am thinking of Canada. What I am trying (3 arrive 
at is this. You pay the provinces of Canada certain sums by way of lump sum 
taxation. | 

Mr. Coorrer: No, sir; not in 1942. The provinces vacated the corporation 
tax field. 

Hon. Mr. Hanson: That was done away with? 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: That was done by arrangement with the provinces? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Did you gain that? 

Mr. Cooper: Yes we gained by that. 

Hon. Mr. Hanson: Other people did not. 

Mr. VauGHAN: Our competitors gained it just. as much as we did. 

Hon. Mr. Hanson: I was not aware of that; if I knew, I have forgotten. I 
never could understand why railways should pay taxes to the province of New 
Brunswick. Personally they never gave you any services for the amount you 
paid them, and they did not turn any of the taxation over to the municipalities. 
They got that taxation for a great many years under the law of the province. 
Now I think they do pay some money to the municipalities. In the past the 
province of New Brunswick was simply grabbing that up for their revenue and 
they did not pass it along to the municipalities. It is different now. 

Mr. JACKMAN: Just by way of offering a correction to your statement, Mr. 
Vaughan, that you competitors shared also in the release from provincial taxation, 
may I say, of course all companies shared in the release from provincial taxation; 
however, they get it through federal taxation because it was made so onerous 
and so heavy that the provinces had to get out of the field. As far as the insurance 
companies were concerned they were given release and so were the banks, but in 
order that they should not be any better off than they were before the dominion 
government put a very special assessment on banks and insurance companies’ 
so that they would pay at least as much as they were paying before. I should 
think your company was probably the only Corp aan in Canada that got a_ 
break on this. 
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Mr. Vaucuan: I would say, this, Mr. Jackman, that there are advantages 
and disadvantages to us in being under government control. I mentioned the 
other day some of the disadvantages to the extent of many millions of dollars, 
this is probably where we get some advantage to the extent of a comparatively 
-small amount of money. 

Mr. JAcKMAN: May I ask a general question about your current banking? 
Suppose the traffic increases very greatly in the year, as it has during the past 
- year, and you find yourself temporarily short of working capital, you cannot go 

to a commercial bank, I suppose, to get the money, you have to see it beforehand, 
budget for it, and get it from the government? 

Mr. Cooper: We have borrowed from the government with regard to 
working capital. 

Hon. Mr. Hanson: Temporary working capital during the year. If you 
find that you will need another $5,000,000 you go to the government and ask 
‘for a loan? 

Mr. Coorrer: I think we got about two and a half million dollars in 1942 
from the government for working capital. I might say too that the govern- 
ment, on the other hand, is owing us a very substantial sum for traffic. 


Mr. VauGHaAN: On which we get no interest. 

Hon. Mr. Hanson: Do you pay the interest on these current advances? 

Mr. Cooper: We certainly do. 

Mr. Vauguan: Three-and one-half per cent. That is the general rate 
we pay the Dominion of Canada.’ 

Mr. Cooppr: At the end of 1942 the dominion government were owing 
us for traffic and other accounts of that nature $15,815,000. 

Hon. Mr. Hanson: Do you find they are. much slower pay than the 
ordinary commercial customers? 

Mr. Coorrer: I would say they are slower, and one reason for that is that 
the size of the account is tremendous. If you take only the accounting—take 
the number of warrants which are turned in by the armed forces to our agents 
who remit them to the central revenue office where they are collected and put 
in the for of bills against the government—there is a considerable amount of 
work involved and that involves delay. 

Hon. Mr. Hanson: Do you run: an account with the banks—a checking 
account? Do you borrow occasionally from the banks, or did you do so in 
days gone by? 

Mr. VaAucHAN: We have in days gone by borrowed from the banks with 
the approval of the government. 

Mr. Coorer: That is not recent. 

Hon. Mr. Hanson: Not in your position today; you have a credit balance. 

Mr. VaucHan: We have a credit balance with most of the banks. 

Hon. Mr. Hanson: What rate of interest did the banks charge you in the 
old days? 

Mr. VauGcuan: I could not say that offhand, we always made the best deal 
ue could with the banks and I think we got a reasonably low rate at that 
ime. : 
Hon. Mr. Hanson: Of course, they cashed all your cheques free of charge 
and they rendered a lot of service, and they are entitled to some compensation. 

Mr. Coorrer: Our statement shows at the end of the year in the current 
assets, $10,242,000 of cash at the banks. 

Mr. JAcCKMAN: You are allowed interest on that, I presume? 
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Mr. Cooper: There is a small interest. You know how small the interest 
rate is today. | 

Mr. JAcKMAN: I was wondering how the banks can afford to look afte 
your business when you never borrow from them, and you do not have a large 
deposit except working capital? 

Mr. Coorrr: They get the benefit of whatever balance we have. They 
have the use of that money. It is worth something to them. 

Mr. VauGHAN: They are all after our banking accounts. 

Mr. JackMAN: I suppose, of course, that it brings other business. That 
must be the answer. | 

Hon. Mr. Hanson: It takes it away from some of the banks. 


Mr. VauGHan: Dominion of Canada—Proprietor’s Equity. 


DOMINION OF CANADA—PROPRIETOR’S EQUITY 


Balance at Change Balance at 
3lst Dec., 1941 during year 3lst Dec., 1942 


Canadian National Railway Company, Capital 


SEO yee pe NRE Le ee PANT Ua ere prateereea a 0 $ 18,000,000 00 $ 18,000,000 00 
The Canadian National Railways Securities 

Trust, Canitalastockr; « ey ewes oe 267,283,019 32 $31,559,862 85 298,842,882 17 
Capital Expenditures on Canadian Government 

Ratways264 6 le pees eae Wee cirtnnele Lerman 377,893,343 58 8,211 68 377,885,131 95 


$663,176,362 90 $31,551,651 22 $694,728,014 12 


Hon. Mr. Hanson: Is that $8,000,000 the old figure? 

Mr. Coorrr: That is carried through from the time of the capital revision. 

Hon. Mr. Hanson: How much was cut out then? 

Mr. Cooper: Well, the Canadian Northern capital stock was $100,000,000 
and there was $82,000,000 of it cut out. $18,000,000 is the amount which 
the dominion had paid to acquire the stock of the Canadian Northern Railway. 

Hon. Mr. Hanson: That was actual cost. | 

Mr. Cooprr: Yes, sir. 

_ Hon. Mr. Hanson: Now, with regard to the five million shares of Cana- 
dian National Railway security trust will we deal with that later on? 

Mr. Cooprr: Yes, sir. 

Hon. Mr. Hanson: This capital expenditure of $377,000,000 odd, is that 
the node put in for the old Canadian government railways that were taken 
over { 

Mr. VaucHAN: That is right. 

Hon. Mr. Hanson: Plus the material and so forth? That is the physical 
property? 

Mr. VauGHAN: Yes, sir. 

Hon. Mr. Hanson: That has never been depreciated, I suppose? 

Mr. Cooprr: No. | 

Hon. Mr. Hanson: It still stands as the accumulated value? 


Mr. Cooper: There have been some adjustments. Some of the govern- 
ment property has been transferred from the Department of Transport to the 
Department of Public Works, and we make an adjustment of those. 


Hon. Mr. Hanson: It remains constant. 
Mr. Coorrr: Substantially so. 
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Hon. Mr. Hanson: That includes the transcontinental. 

Mr. Coorrer: Yes. It is all the government railways except the Hudson 
Bay road. 

Hon. Mr. Hanson: That is in a class by itself. Are you operating that? 

Mr. Coorrr: We are operating it as an agent for the government. 

Hon. Mr. Hanson: Only. That is what you have always done. 

Mr. Cooper: Yes, since about 1926. 

Mr. JAcKMAN: Who gets the balance sheet of that railway? 

Mr. Cooper: The government. 

Mr. JAckMAN: When do we see it? 

Hon. Mr. Hanson: Never. You can get it in the public accounts. 

Mr. JackMAN: Do they publish an operating statement too? 

Hon. Mr. Micnuaup: Not in detail, no. I have not got the public account 
—there is a lump sum, I think, showing the difference between the cost. of 
operation and the actual disbursements. 

Hon. Mr. Hanson: Outgo and income—mostly outgo? 

Mr. VauaHan: The Hudson Bay road is doing a little better than earning 
its operating expenses now. 

Hon. Mr. MicHaup: The eskimos seem’ to have come into their own. 

Mr. VauGHAN: The next item is major contingent liabilities. That is 
followed by the certificate of the auditors, George A. Touche & Co. 

Mr. JAackMAN: Do you want to take up these contingent liabilities now? 

The CuHairMAN: That is about all we have to do with this report. 


Mr. VaueHan: I think we will make better progress if we keep to the 
various pages of the report, one at a time. We are at page 15, I think. I will 
deal with the totals on page 15, if that is agreeable to the committee. 


CONSOLIDATED INCOME ACCOUNT 


1942 1941 

Weilway sy Oper ariNe TVeVCIUCN ire kasi cial, wg hieicva Sie'elorne arava qe wie" c,3 $375,654,543 40 $304,376,778 12 
TP ailways Opera rig ek p Crise pow ee scalars yh ckie aie w olatbeltierale abe ae 288,998,674 72 237,768,437 13 

Net Revenue from Railway Operations..............0... $ 86,655,868 68 $ 66,608,340 99 
uilwoy Cama Aceruals sai coe water nmcr ree hin ecg ees yas 6,020,140 74 6,926,512 63 

Railway Operating Income......... beater ara ue niar ga wie gle | $ 80,635,727 94 $ 59,681,828 36 
Rent from Docomotives. a. eee es ieee dae eee a as ete ewes 108,629 51 LI4457 21 
entitirom” Passenger-Train’ Cars vse lads Wn ee Poussin tes 276,871 98 222,056 70 
rent inonr Wloating  mquipmen boy. ci 3 ihe} sare @evetwe vjo 86. wal alas 10,413 38 466 31 
AVENGER LONT = VW Ol CHOUIDHICIUN cuss brie us Bile ce sere haw lalaie wie eile 107,544 10 168,327 51 
J OIMte Macility ment SANGCOMIC si o.tc tures eeacdlins win ol ee Wats cle arden utes 1,874,215 00 1,677,688 15 
Hire sofe reiett: Carss—- Debit? Balance rece ck Sas.) cok ie be ass 5,115,873 74 3,460,502 17 
ON ts TOL LIOCOMIOLLY COA ames tie wild oreue lay widieh ay eer O Te eee onata tise els 62,772; 35 32,450 19 
Renty fore bh asserigere | Para (Caran yew ae cieucicis.coloe vaca ee sane 495,442 65 392,130 23 
Renw@itorny Coatings Mqnipmentoo cca wantscs se pet eae hate ces uae 17,883 33 68,283 58 
Fvetivet org Wy Or ke Led Uipmen i. wna eaiue ace sei estes ea Ge S\o'd monk aca he 13382) -3D 2tO2a 21 
DOM MM aACiIey oe D bho DI CDT EN He as site eate dele: Ueicha's wierd pe ace by 2,383,882 98 2,263,257 44 

Netonaliway Operating: Income fo oe ache sw ati oe ae oe $ 74,930,221 53 $ 55,626,577 36 
Revenues. from) Hotel \Operabionsay 27. elev dso elnd Oe ele Ga 4,895,506 40 4,467,078 53 
Mx peusem Of.) HOLE! a Operations: 1 tai ciie olka Ss cule ee ea 4,174,077 36 3,190,102. 27 
THR ES OL TLOCEL PODGPEY sic une wid d eines DRS Ore eee dare ty tees ee ee a 151,705: 62 141,815- 55 

Netwrotel Operating Income ssi duals nes cas ace res $ 569,723 42 $ 591,500 71 
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CONSOLIDATED INCOME ACCOUNTS—Con. 


1942 1941 

Income from Lease of Road and Equipment.................. 55,002 57 70,903 32 
Miscellaneous) Rent’ Tncome wg 5 eel ste es oe ouaie niente Mts pene eet 796,904 21 792,089 48 
Miscellaneous Non-Transportation Property—Credit........... 351,632 50 292,654 63 
Separately Operated Properties—Profit or Loss.............. 629,843 17 360,935 35 
Dividend ‘Tncomer ee ee ee ie sche te atte ens tg tag OO date eel mE a 372 ,000K1D 550,072 00 
Income ‘from: Funded) Seenrities oo We a eases Ss ons eee eee eee ate le 2,380,836 57 1,944,841 41 
Income from Unfunded Securities and Accounts............... 301,051 74 232,495 73 
Income from Sinking and Other Reserve Funds.......... Rikelagte-t 199,163 57 156,31 1939 
Miscellaneous: [néome vd 20. cae cae ese Se eb oo nea eaten unnens 1,295,022 30 1,293,854 96 
Miscellaneous) Rents—Debit we ean Sees sisicteteie lore ele os rent pa ts 541,459 33 557,368 63 
Miscellaneous: Tax tAcernalecbracut semis eismare ieee ciate A coe 96,057 78 90,068 01 
Miscellaneous Income Charges and Appropriations............ 2,291,787 85 1,941,613 79 

Income! Available,tor Wixed Charges Wau, .).4.0 hu a0 cleo $: 78,952,433 '37 ~$ 58,601,315 21 
Rent: for Leased: Roads: and ‘HWanipment; : 3. 3.8) /4c5... ke ele 1,483,345 19 1,499,376 48 
Tnterest)'on* Funded! Debi--Publicaees cy. oa oe ech pee 34,949,557 92 44,698,226 88 
Thterest on) Government, /Teans: site siee state care parle tees 14,032,634 59 5,646,762 24 
Interest on. funded Welt ia eis cee Un cet aha any OR es ea ee glia War 192,017 48 145,202 517 
Amortization of Discount ‘on ‘Kunded Debt. 2 iv fs ae 1,012,379 87 1,172,786 26 


Potal \ Wixed Gharges ig ou 2a tens ape aise el oT a een $ 51,669,935 05 §$ 53,162,354 43 


Income Balance transferred to Profit and Loss........... $ 27,282,498 32 $ 5,438,960 78 


Mr. NicuHotson: Has Mr. Vaughan figures available for the worse year? 


Mr. VaucHan: We have that information available and we can give it to 
you. 


Hon. Mr. Hanson: Are you going to skip from page 14? 

Mr. VaucHaNn: We will come back to that. The amount at the bottom of 
page 15 is carried over to page 14. 

Mr. Cooper: The worst year was 1933 when our gross revenues were 
$148,519,000 and our expenses were $142,812,000 with a net revenue of $5,707,000. 

Mr. NicHotson: Your operating revenue has always exceeded your 
expenses? 

Mr. Cooper: We have always managed to pay our expenses. 

Hon. Mr. Hanson: Of course, that does not include any interest. 

Mr. Cooprr: No, sir. 

Hon. Mr. Hanson: In any proper accounting should that not include 
interest? 

Mr. Cooper: Not as an operating expense; interest is charged against 
income for the year. 

Mr. HAnson: That is right. 


Mr. VAuGHAN: Railway tax accruals, $6,926,512 in 1941 and $6,020,140 
in 1942. 


Mr. JAcKMAN: Where is that? 
Mr. VAUGHAN: Page 15. 


Mr. JAcKMAN: Why is that down from $6,900,000 to $6,000,000? I am 
not sure I understand that exactly. 


Mr. VAUGHAN: One reason it is down is on account of the provincial taxes 
about which Mr. Hanson spoke. 


Mr. JAcKMAN: If that is the main one that is enough. 


Mr. VaucHaAN: That is the main reason. Railway operating income, 
$59,681,828 in 1941 and $80,635,727 in 1942. Do you wish me to read all this 
or just the totals? 


Hon. Mr. Hanson: Just the totals. 
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Mr. JAcKMAN: I do not know whether it would help people to read your 
report if you would group your debit and credit items together a bit more instead 
of having them all mixed up here. I do not know what the purpose of this 
report is and to whom it goes. There are no shareholders except the Crown. I 
do not suppose you send it out to all your employees, but you have almost got 
to be an accountant to understand some of it. If you are not used to accounting 
terms it is difficult to understand and comprehend it. 


Mr. Coorrr: I think there is some point in what you say, Mr. Jackman, 
but this is the ordinary railroad income statement set up on the standard form 
provided by the authorities, and on that basis is comparable with all other 
carriers. I can see for the information of this committee it might be set up a 
little differently. This report goes into the hands of bankers and financial 
houses and other carriers, and from their point of view what might be satis- 
factory for the committee might not be satisfactory for them. So we cannot 
please both of you, but what we did yesterday was to file a statement, which 
will be in the minutes of this committee, grouping all the credit items and all 
the debit items breaking down the total of $12,000,000 which was referred to 
yesterday. 


Hon. Mr. Hanson: May I ask where your capital expenditures are in this 
report? 


Mr. Coorrr: They are on page 20. 
Hon. Mr. Hanson: Property investment account. 
Mr. Coopmr: It shows our expenditures in 1942 were $21,109,000. 


Hon. Mr. Hanson: Some time during this investigation I would like to 
have some sort of breakdown on the figures which were used by the Minister 
on the 19th of March at page 1417 of Hansard in which he said the Canadian 
National railways has spent $4,646,375 in New Brunswick since the beginning 
of the war. I would like to have a breakdown of those figures. I have obtained 
from an issue of the St. John Telegraph Journal of March 27th the following 
figures: For 1939, $549,135; 1940, $1,086,846; 1941, $2,421,595; 1942, $588,799, 
making a grand total of $4,646,375. I want to know whether those were capital 
expenses and what was their character. 


Mr. Cooper: A question has been asked on that and we are at work in 
Montreal trying to get that detail together. 


Hon. Mr. Hanson: That would include the new train operating device, for 
instance? : 


Mr. Wauton: That is not entirely in New Brunswick, only a portion of it. 


Hon. Mr. Hanson: We are trying to test out these figures because there is 
a feeling in the province that we have just had chicken feed down there out of 
the war expenditure. The effort made in this speech to which I referred showed 
that New Brunswick had not fared so badly, that we had $80,000,000 or 
~ $90,000,000 spent in the province and it included this item of $4,646,375 to swell 
the total. Of course, there is a great lack of war employment down there in a 
province that has subscribed—this is just a general observation—so generously 
to Red Cross, to government loans, to all other war effort. We feel we have 
been slighted in the government war expenditure. 


The CHAIRMAN: Shall we proceed? 


Mr. VAuGHAN: I may say we have not spent a dollar any place or in any 
province that we did not need to. 


Hon. Mr. Hanson: I will make that quite clear. I am not indicating the 
railway at all, but I want to know what these figures are to see if they bear 
out the Ministér’s statement. I will lay the cards right on the table. 
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Mr. JAcKMAN: Just before you leave the terminology of this income 
account, why do you not put your debit items in italics? I notice you use italics 
elsewhere in the statement at the back. Would that not draw one’s attention 
more clearly to the fact some of these items are out-go and others are income? 
That is in the difference of $18,000,000 and $74,000,000. 

Mr. Cooprr: I think we could improve this. I grant you for the purposes of 
this committee this statement could be set up in a better fashion, and next year 
we will try and do so. 

Hon. Mr. Hanson: Of course, you would arrive at the same thing. 

Mr. Cooper: Yes. 

Mr. JACKMAN: Of course, you cannot please everyone. We are not asking 
that you suit us alone because after all you can explain it to us but on page 18 
under transportation expenses where you have got two items— 

Mr. McCuttocu: Let us wait until we get to that. 

Mr. JAcKMAN: I am sorry, but I wish to take this up now; operating joint 
yards and terminals, you have got the debit there in ordinary type and you have 
got the credit in italics; why do you not use that method for the consolidated 
income account: 

Mr. Coorrr: I think that is a good suggestion. 

Mr. JAckMAN: All right. 

Mr. VAUGHAN: Do you wish me to read all these items after railway operating 
income or just the totals? 

Hon. Mr. Hanson: Just the totals. 

Mr. VaucHan: Net railway operating income, $74,930,221 in 1942 as against 


$55,626,577 in 1941. Revenues from hotel operations, $4,895,506 in 1942 as 


against $4,467,078 in 1941. Expenses of hotel operations, $4,174,077 in 1942 as 
against $3,733,762 in 1941. 

The CuairMAN: Are they all paying now? 

Mr. VaucHan: It depends on what you call paying. 

Mr. NicHotson: Could we have a breakdown showing the position? 

Mr. VaucHAN: We have already filed that. That is in the record now. 

Hon. Mr. Hanson: The trouble is I have never received any of the printed 
report of this committee. Has it been printed yet? | 

The CuHarrMAN: Just the first report as far as I know. 

Mr. VAUGHAN: We have not seen any. 

Mr. Emmerson: The order to print it was held up in the House. 

Hon. Mr. Hanson: I offered to let that part go through. 

The Cuarrman: The printing was only authorized on Wednesday so they 
could not get at it. 

Hon. Mr. Hanson: I offered to let that go through. 

Mr. JAcKMAN: As a result of these hotel operations for the year you had 
quite a bit bigger gross, $230,000 odd nearly and you made $22,000 less money. 

Mr. VauGcHAN: You will observe that $10,000 of that has been taken up in 
taxes. Of course, the cost of living bonuses are in there, and the cost of meals 
and rooms as you know, have been frozen. We could not increase them to meet 
our added expense. 

Hon. Mr. Hanson: They took the opportunity to increase them before that 


order came in. JI am not complaining but that is kind of a joke, you know. You ~ 


got out from under. 


Mr. VaucHan: It was not done with that purpose. We did not know the 
order was coming along. 
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Mr. McCutuocu: They are getting more for their coffee now. 

- <Fon. Mr. Hanson: Yes, in the dining room cars but not in the hotels. 

Mr. VaucHan: The cost of living bonus in hotels in 1941 was $100,000; in 
1942 it was $255,000, an increase in the cost of living bonus alone of $155,000. 
~ Hon. Mr. Hanson: You cannot have your cake and eat it too. If you are 
going to have higher expenses, you have got to take the consequences. There 
is a squeeze somewhere. If there is a deficit, you have to pay it from other 
sources. It is the old story of trying to interfere with and defeat the laws of 
supply and demand, and it just cannot be done. 

Mr. Jackman: You expect this year, I suppose, that your gross from hotel 
operations will undoubtedly equal if not exceed last year. How are you finding 
your costs? 

Mr. VaucHan: I think our gross will exceed what it was last year, and I 
would be disappointed if we did not have a better net result. at the end of the 
year. 

Hon. Mr. Hanson: But you find your costs gradually creeping up, little by 
little, all the time, do you not? 

Mr. VauGHAN: Yes, they are. 

Hon. Mr. Hanson: There is no doubt about that. 

Mr. Jackman: How can you expect to make as much as you made last year 
out of your hotels? 

Mr. VaucHan: Perhaps by giving a little less service. 

Mr. Jackman: By making the pie a little smaller? 

Mr. VauGHAN: We are certainly trying to keep expenses down as well as we 
can. 

Mr. Hanson: (Skeena): The summer hotels are going to be closed up this 
year, are they not? 

Hon. Mr. Hanson: Will that operate as a saving? 

Mr. Vaucuan: I did not catch that. 

Hon. Mr. Hanson: The summer hotels, Mr. Hanson of Skeena observes, are 
to be closed this summer. 

Mr. VauGHAN: Yes. 

Hon. Mr. Hanson: Will the net result of that be a saving to the system? I 
mean, in dollars and cents? 

Mr. Vaucuan: I do not think there will be very much difference. In normal 
times these summer hotels do not do very much better than break even. Jasper 
did better than any of them; but last year Jasper did not have a good year. 
Minaki, I think, had a fairly good year last year. Pictou lodge has never made 
any money. 

Hon. Mr. Hanson: It will probably be closed for good. 

Mr. VauGcHuan: Well, I hope so. 

Mr. Emmerson: No. Do not suggest that. 

Hon. Mr. Hanson: It is a nice place to go, anyway. I will say that. 

Mr. VaucHan: Our hotel situation has been showing an improvement 
constantly over a period of years, but we had less net revenue in 1942 than in 
1941. 

Mr. JAcKMAN: Have you the operating statements for the two months or 
three months of this year? Perhaps you have your third month, although that 
is hardly likely yet. 

Hon. Mr. Hanson: No, not yet. 

Mr. VaugHan: The two months, I think, show a larger profit. 
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Hon. Mr. Hanson: Better than last year? 

Mr. Ross: How is the hotel Vancouver coming on, the new C.N. Hotel in 
Vancouver? . 

Mr. VaucHAN: Vancouver hotel is doing about as well as could be expected. 
The Vancouver Hotel Company is owned jointly by the Canadian Pacific 
Railway and ourselves. 

Mr. Ross: That is why I asked the question. 

Mr. VauGHAN: It is a joint operation. I think we can give you the net 
earning from operations there. 

Mr. Hanson (Skeena): That would be in the breakdown of the hotels 
which you gave us, would it not? That would include the Vancouver hotel? 

Mr. Vauauan: No. The Vancouver hotel is not included there because 
we do not operate it. It is operated by an independent company. 

Mr. Hanson: (Skeena): Would you give us that just now, because I was 
anxious to get that. 

Mr. VaucHan: The net result of operations for the Vancouver hotel in 
1942 was $143,611. 

Hon. Mr. Hanson: That is just operations? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: Without depreciation, interest or anything like that? 

Mr. Cooper: There is no interest there. We depreciate furniture and 
furnishings. 

Hon. Mr. Hanson: Did the C.P.R. put up half the money for the cost of 
the hotel? | 

Mr. VaucHan: No. 

Hon. Mr. Hanson: Who own the hotel? 

Mr. VAUGHAN: We own it and we rent it. 

Hon. Mr. Hanson: You rent it to the company? 

Mr. VaucHan: We rent it to the operating company; and the C.N. and 
the C.P. each have a half interest in the company. 

Hon. Mr. Hanson: Let me say that it is a grand hotel. It should have a 
little bit of publicity. It will not hurt it. 

Mr. Ross: It is one of the best in Canada. 

Mr. Jackman: Is your restaurant one of the most difficult items now to 
handle, with the rising costs in the hotel business, having regard to your food 
bill and services? 

Mr. VaucHAN: The food supply is difficult. 

Mr. JackMAN: There is no ceiling on some of the items of food. What I 
am getting at is whether or not the 5 cent increase is justified in the price of 
non-alcoholic beverages. It is not much of an item to you people, I know, but I 
am told by some restaurant people that they do not know where their costs 
are at all, they are jumping around so much, with no ceiling on many food 
items. Is that your experience? 

Mr. Vaucuan: It is on some of the farm items—farm produced items. 
There are not ceiling on all of them. In answer to your question, Mr. Jackman, 
where you asked for the result of operations of hotels for the two months of 
this year compared with last year, we show a net hotel operating income for the 
two months of this year of $146,607 against $52,000 for the two months last 
year. 

Hon. Mr. Hanson: That is $73,000 a month. 

Mr. JAcKMAN: Can you tell me whether or not you are making more on 
your restaurant end,—that is, the food end—than you were last year? | 
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Mr. VauGcuan: I could not say that without checking up the statements. 

Hon. Mr. Hanson: The big item is room rent. If you keep your hotel 
full, you are all right. 

Mr. VauGHAN: If you have a reasonably high occupancy you do fairly well. 

Hon. Mr. Hanson: How is the Chateau Laurier doing? Pretty good, is 
it not? 

Mr. VaucHan: Yes. You will have in the statement we gave you the net 
earnings of the Chateau Laurier for last year. 

Mr. Jackman: We have not that yet. 

Mr. Emmerson: It is filed. 

Mr. VaucHAN: The net earnings of the Chateau Laurier for 1942 were 
$379,432. | 

Mr. JAcKMAN: You dropped badly on that. In the previous year it was 
$400,000 and something. 

Mr. VaucHan: The previous year it was $405,744; but the cost of living 
bonus and the extra cost of food with the stabilized rates did not help us very 
much. 

Hon. Mr. Hanson: It robbed you of something. You see, if you interfere 
with the economic laws of the country, a deficit has got to be made up some- 
where. You lost so much money last year on the Chateau and it comes out of 
your consolidated income account. 

Mr. VaucHan: We did not lose money on the Chateau. 

Hon. Mr. Hanson: They earned less in comparison with the previous year. 

Mr. VaucHaN: Oh, yes. 

Mr. JAcKMAN: Depreciation comes into it. 

Hon. Mr. Hanson: No. This is just operations. I think the country is 
entitled to keep the Chateau going, because this is the capital of the country 
and there has to be proper hotel accommodation for the public. Whether the 
C.N. should have to bear that burden or the country is a different thing. I think 
the country is entitled to keep it going, and I have never taken exception to it. 

Mr. JAckMAN: Perhaps Mr. Hanson will help you with a subsidy, if 
you apply for it. 

Hon. Mr. Hanson: No, I will not. 

Mr. VauaHan: Are there any questions in connection with any of the 
other items on that page that the members would like to ask about? 

Hon. Mr. Hanson: I see you have income from sinking and other reserve 
funds. How much is the sinking fund? What are those sinking ‘funds? 

‘Mr. VaucHAN: We can give that to you. 

Mr. Coormr: The sinking funds shown on the balance sheet amount at 
the end of 1942 to $756,000. There are really only two of them. One is in con- 
nection with the St. John and Quebec railway. Under the trust deeds sccuring 
the debenture stock of that railway we have to pay into a sinking fund. 

Hon. Mr. Hanson: To keep up the terms of the trust deeds? 

Mr. Coorer: Yes. Then there is another issue with a somewhat similar 
condition. 

Hon. Mr. Hanson: That is to conform to that legal position? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Otherwise we would not have them. 

Mr. VaucHaAN: Can we go to page 14? 

Hon. Mr. Hanson: Yes. 

Mr. VaucHaNn: Very well. 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 
Year ended 3lst December, 1942 


Credit balance transferred from income .. Mee doptns. (chee ON ees Ae ai 
Loss from retired road and equipment—debit. . 2 ih AR a ce Lan aCe 2,356,466 . 06 
Miscellaneous] —Credi tage re cola. cen caste tot pon lesa rene Mi mar aac. 137,236.06 
Cash surplus .. . REPEL Mey 0) ER Ms ORR MR iB aed wastod ot as 94 
Capital gain on repatriated securities. a hed A 11,072,592 .96 
Capital loss on line abandonments (Details ¢ on n page 20) . Cu lnieed 4,575,998.43 
Net gain credited to proprietor’s equity... .. .....°.. .. .. .. $31,559,862 .35 


Hon. Mr. Hanson: On the item of capital gain on repatriated securities, 
that means that you bought them in at a figure substantially less than you were 
carrying them at? 

Mr. VauGHan: It means that the vesting price was less than the par 
value. 3 

Hon. Mr. Hanson: That was on account of the value of sterling, largely, 
was it not? 2 

Mr. Cooper: No. It was dependent on the market price of the stocks 
on the date of the vesting order. : 


Mr. JAcKMAN: Sterling had a good deal to do with it, did it not? 
Hon. Mr. Hanson: Did you make any profit on the exchange? 


Mr. Coorrr: In buying sterling to retire them at the vested price, there 
would be some gain as compared with the standard, the par of exchange at 
which the liabilities were set up. 


Hon. Mr. Hanson: How much? Would it be 10 per cent? 


Mr. Cooper: The par of exchange is $4.862, and this sterling was charged 
to us at the rate of $4.45. 


Hon. Mr. Hanson: And that meant a saving to you of 41 cents on the 
pound sterling? 


Mr. Cooper: “Yes. 


Hon. Mr. Hanson: That will be a substantial part of this whole 
$31,000,000? 


Mr. Cooper: Yes. 


Hon. Mr. Hanson: Then, the greater part of that saving would be on 
account of exchange? 


Mr. Cooper: “Yes. 


Hon. Mr. Hanson: So the market value and the investment value were — 
approximately the same. 


Mr. Coorer: I would have to figure that out. 
Mr. JAcKMAN: They were vested at the market value in the old country. 


Mr. Coorrr: Vested at the market value on the date on which the vesting 
order was issued. : 


Mr. Cooper: Yes. 


Mr. SaHaw: On that capital loss on line abandonments; is that less the 
salvage value of the abandoned line? | 


Mr. Cooper: Yes. 
Mr. SHaw: Could we have the figure with respect to the salvage value? 
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| Mr. Cooper: The amount of the salvage is the second item on the capital 
expenditures sheet, page 20, salvage from line abandonment $201,000. 


Hon. Mr. Hanson: What lines have you abandoned during the year? 

Mr. VaucHAN: The line abandonments are shown on page 20 of the report. 

Mr. Hanson (Skeena): Are you through with page 14? 

The Cuairman: There is an item at the bottom of that page, Dominion of 
Canada—Proprietor’s Equity; now do you want to discuss. that? 


Mr. JAcKMAN: Just before you leave this other item: I see there, loss 
from retired road and equipment—debit $2,356,000; what does that represent? 


Mr. Cooper: That represents the loss when property is retired and not 
replaced. When the property is replaced the cost of replacing it in kind is 
operating expense, when property is retired and not replaced, the loss is con- 
sidered a charge to profit and loss. 

Hon. Mr. Hanson: Yes. We had that out the other day. 

Mr. JAckMAN: Is that a similar item to the one we had on T.C.A. where 
you realized from the sale of these old engines the amount of the book value 
less depreciation? 

Mr. Cooper: No, I do not think so. I think, Mr. Jackman, there was 
no element of capital profit in that transaction. With respect to the sale of the 
engines, the profit there arose by reason of the fact that the depreciation accruals 
had reduced the ledger value of the engines to less than the amount we recovered 
when they were sold; and the credit was really an adjustment back to the oper- 
ating expense account which had been charged with the depreciation accruals 
as they were made. 


Mr. VAUGHAN: 


DOMINION OF CANADA—PROPRIETOR’S EQUITY 


Balance at Change Balance at 
3lst Dec., 1941 during year 31st Dec., 1942 


Canadian National Railway Company, Capital 


Stoek igs: .. $ 18,000,000.00 $ 18,000,000 .00 
The Canadian National Rhiheays. ‘Secinities 

Trusty Capital Stockey is nk.: sivien we Ie2Ods25o,019 32) $313559,862 .85,)"\ 298.842.882 17 
Capital Expenditures on Catiaian Pavernment 

PALTRY Bota al «Sher Chee ORM liter ches cabal als 377,893,343.58 8,211.68 377,885,131 .95 


$663,176,362.90 $31,551,651.22 $694,728,014.12 


We have a separate report later on about that. 


The CHAIRMAN: Do the committee wish to go into this matter? 


Hon. Mr. Hanson: Just one question: I notice there is a change there of 
$31,550,000 in Canadian National Railways position; would you explain that? 


Mr. Cooper: That is an increase, sir. 
Hon. Mr. Hanson: Oh yes, pardon me. 


Mr. Cooper: The increased amount is shown up above; it is the net gain 
on the year’s operations—$31,000,000 odd; and is added to proprietor’s equity. 


Hon. Mr. Hanson: Oh yes, that is right. I get it now. 
The CuairmMan: Then we come to operating revenue—page 16, 
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Mr. VAUGHAN: 


OPERATING REVENUES 


1942 1941 
Freight ds. So Peep aa tice ain eva essen gS cuplerbhoietauela erm tolanes elas yo $284,427,334 25 $236,519,309 12 
Maritime: Rates ‘Reduction ys s so) she <ipttn os pie slew ictgniern cretoner nisin lelels 4,034,861 04 3,072,978 27 
Passenger Mia's) sos exo ale bevel ate Wh pie teeieten tie eg wists ceria hie iota lt 48,297,257 89 31,893,884 07 
Baggages as e's loin sistas oie sible si\s Soir eleltie as tuseleyle Plo, a SAsiaveln Grew elas fete ar 117,175 53 101,808 06 
Sleeping (Carle Rea Bee iN ig ale ine te lore. te er ctke-biall a Raga ent sa bref 2,952,807 96 1,952,632 39 
Parlour ‘and Ohare Garces a eine a ace ulate es sie erate Ieee apes 285,926 35 189,417 1 
Dh add ea at IE TA TSA RRAITG Tol vie i copia ets ea ps aE te BE 3,967,352 40 3,822,499 58 
Railway Express Ageney nin. waline we sis oe eens tre Riek ey teiedes eat 492,511 29 334,084 04 
FEXpresal iis). «Sa ayes ses cote wince setae Bikis  glenels selaiene =m teehee eee: ae 13,010,214 49 117,391,137 28 
Other’ Passenger Trainin, Gs e's nis whalers sinls higdele AG le te) win (eyo alee ie 15,947 45 15,749 17 
MER ea ae rae AONE ove OR rece Mester na ete BUR, tea) Cha Ea th are 327,131 84 306,386 71 
S with tg ee ONG Re MICs eps OOo Sah uae a et 2,884,872 48 2,901,404 95 
Water. Transfers icy CSO eee ec ot nti mar IRE ACURA JERR ya ees) 156,087 81 
Dining ‘and Buthetite cy) aati ndetes ie tte we ection sian ea eae 3,133,256 51 2,146,514 73 
Restawr an tern ceeia yea eceame tome cet Man tal ale te ieeizeusure ieelca lecle pep emsttene Dalat Sake 22,612 05 20,910 50 
Station; Train, and: Boat) Privileges wa yew ieee 6 stents else pense 298,421 28 180,287 26 
Parcel: Roo#nmn eye ee ae a ee aes ate eae Sain Pee Ee We nen 89,558 56 56,810 44 
Storage-—Preight:) ci vars vibe wc elate me iniby h aseme ntayh g etatdel a Pe Saale at erseanas 123,437 22 164,632 67 
Storage-—Bageage wees Gao a Wswwaiweepisahe is ano ces ecmietne aoa aa tear ee ie 48,872 07 25,106 27 
Demurrare eee Wee Be ete Nea BAL te ale RAE etd TORE lee eRe ie icc ian Lii2goe ae 965,294 04 
Telegraph ‘and’; Telephones ey tit yainis mle bie ee ae een ate 12,162 10 11,449 17 
Telegraph——Commercial ye sin nes reeled ctilaee ini Pee eg 5,910,065 10 5,147,064 97 
Grain" BleVator oy ee ND rie staan) Maas, ce CSE Rea 528,267 38 494,572 15 
Rents of Buildings'\and Other Property... vie. bee. Seek ees 566,689 71 496,128 28 
Miscellaneous ts ee Us Se Re Teed ie an Rly covers Reena ee 17530205 Tes 1,641,698 42 
Joint Facility——Crediti ive ee swine cs alee Me Ses Orit putea 570,939 88 466,851 53 
Joint» Facility Debits yi ce Ree ees nC Ce ua ern et 122,881 57 97,920 87 


$375,654,543 40 $304,376,778 12 


That is the breakdown of the total operating revenue of $375,000,000. If there 


are any questions there that anyone would like to ask in connection with these 
items— | 


_ Hon. Mr. Hanson: Generally speaking there isan increase in almost every 
item; as to dining-car and buffet service, does that pay you? 


Mr. VaucHaNn: ‘No, sir. It does not. 

Hon. Mr. Hanson: It is just a convenience to the public? 

Mr. VaucHAN: It is for the convenience of the public, yes. 

Hon. Mr. Hanson: It never has paid you? 

Mr. VaucHan: It never has paid. 

Mr. JAckKMAN: How did it come up so much as compared with the totals 
for the whole operating revenues, you are up about $25,000? 


_ Mr. Wauron: Heavy troop movement contributed to the revenue part of 
this picture, of course; as well as extra travel. 


Mr. Sissons: Does the revenue received from the Alberta-Northern rail- 
ways come into this table? . 

Mr. Coorrr: No, that is taken as a credit on the income statement and is 
shown on page 15. That is a separate company. It is not a part of Canadian 
National Railways system. It appears in the fourth item in the second half 
of the statement—Separately Operated Properties, $629,000. 

Mr. Stssons: What revenue did you receive in 1942 from it? 


Mr. Cooper: We received $687,000—that is a one-half proportion of the 
net result. . 


Mr. Sissons: How does that compare with 1941? 


Mr. Cooper: In 1941 they had a loss of $404,000; so there was an improve- 
ment of $1,100,000—that is a 50 per cent portion of the improvement. 
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- The Cuarrman: Does the passenger service pay now? My understanding 
is that it never did in the past. 

Mr. VaucHan: On some of the trains it pays. 

Hon. Mr. Hanson: Would it be possible to obtain from you how much of 
an increase in freight is due to war movements? You could not tell us the 
other day. Could you tell us how much of that is paid by the dominion 
government and its wholly owned companies? 

Mr. Cooper: You mean, by bills rendered directly to the government? 

Hon. Mr. Hanson: Yes. 

Mr. Cooper: We could dig that out but it would take some time. 

Hon. Mr. Hanson: Would it be in the nature of $100,000,000 say? 

Mr. Cooper: I could not say. 

Hon. Mr. Hanson: Well then, in the same way with respect to passenger 
traffic, there is a big increase there of $16,500,000; there is no doubt a great 
increase in the civilian passenger traffic, but the troop traffic has been a very 
important item. 

Mr. VaucHaNn: Troop traffic has been very heavy, and civilians have had 
more money to spend. They are apparently doing more travelling. 

Hon. Mr. Hanson: You are still carrying week-end excursions? 

Mr. VauGcuHANn: Yes, the low week-end rates are still in effect. 

Hon. Mr. Hanson: If they were eliminated would that not cut down the 
civilian traffic? 

Mr. VaucHan: They are in the process of being eliminated. Perhaps the 
Minister (Hon. Mr. Michaud) could say something about that. It comes under 
the Transit Controller and the Wartime Prices and Trade Board. 


Hon. Mr. Micuaup: For the benefit of the committee I might say that 
we were trying to eliminate these rates for a four-month period from the 
15th of April to the 15th of August to see whether or not it will help the traffic 
situation. . There will be no week-end excursion rates for the four-month period 
from April 15th next. 

Hon. Mr. Hanson: It would have been a grand thing if it had been 
eliminated long ago. 

Mr. VauacHan: The Wartime Prices and Trade Board refused to do it, 
and it has taken a long time to persuade them. 

Hon. Mr. Hanson: Why? 

Mr. Vaucuan: They claimed it might increase the cost of living. 

tt JACKMAN: Do troops enjoy an advantage in respect to week-end 
rates : 

Mr. Watton: There is no change in respect to the cost of transportation 
to them. ‘: 

Hon. Mr. Micuaup: That is right, there is no change in respect to troops. 

Mr. VAauGHAN: They get special rates. 

Mr. JACKMAN: Yes, and it does apply to the week-end ticket. You could 
be doing better if you took away these week-end tickets. 

Mr. Watton: That is what the minister says; it is.proposed to withdraw 
them for a period of four months. 

Hon. Mr. Micwaup: All special rates for civilians will be withdrawn for 
a period of four months from the 15th of April; so that the only persons getting 
a special rate will be troops. 

Mr. JAckMAN: I suppose you discussed with the Wartime Prices and Trade 
Board the desirability of cutting out these rates long ago? 
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Mr. VauGHAN: We have been making representations to them for several © 
months. 

Hon. Mr. Hanson: What did they have to offer in that regard? | 

Hon. Mr. Micuaup: They claimed that a lot of business people were taking 
advantage of these special low rates at week-ends to transact business, and that 
to deprive them of that privilege would increase the cost of doing blsiness and 
that in turn would affect the cost of living. That is the argument that was 
put up. 

Hon. Mr. Hanson: That is just another illustration; they take a certain 
position and then they hold on at all costs. 

Mr. Watton: I think it was their view that they would not permit us to 
charge a higher rate for the week-end than was in effect in the test period which 
they had set. That was their position in reply to us, and apparently that has 
been altered, from what the Minister says. 

Hon. Mr. Hanson: That just shows the inflexibility of this scheme which 
is so rigid that it often defeats itself; and here it 1s being eliminated now after 
months of trouble. 

Mr. JACKMAN: This elimination which the Minister mentioned, and about 
which you are speaking, takes effect from the middle of April? 

Hon. Mr. Micuaup: Yes, from the middle of April, for a period of four 
months. 


SUMMARY OF OPERATING EXPENSES 


$ 57,656,537 .63 
71,540,489.55 
5,392,336. 65 
139,607,558: 82 


$ 47,072,687 .81 
55,148,687 .84 
5,306,329 . 32 
118,081,059 .98 


Maintenance of Way Structures... .. ..0.. 4.4 
Maintenance of Equipment .. 
SOTA Te ae ie ‘ aa 


De ansportation ABD 


Miscellaneous Operations Sea. 4,002,852 .61 2,706,792 .26 
General , 10,798,899. 46 9,859,802 .21 
Transportation for TInvestment—Credit. . 406,922.29 


$288 998,674.72 $237,768,437 .13 


MAINTENANCE OF WAY AND STRUCTURES EXPENSES 
1942 1941 


Superintendemcey yy a ay oe $) 03,347, (005 62 $ 3,133,583..29 


Roadway Maintenance .. ..... 


6,304,724.89 


5,689,751 .33 


Tunnels and Subways .. . ONG ast te 101,281 -33 169,863.42 
Bridges, Baye and Culverts oa be 2,386,493 .81 1,878,062 .78 
Ties. 3 a MUR pein a ks near 5,214,706. 04 4,813,150.98 
Ratlew io: 2,944,779 .24 2,749,468 .36 
Other Track Material . 2,365,972 .61 2 oa tLo. OG 
Ballast. . 1,204,389). 97 995,211.33 
Track Laying and ‘Surfacing . 14,117,355. 58 12,326,465 .99 
Fences, Snowsheds and Signs .. 496,884 .09 524,558.77 
Station and Office Buildings. . 2,133,215. 05 2,472,627 .47 
Roadway Buildings .. 259,663 .68 214,790.03 
Water Stations .. .. 593,114.87 497,285.22 
Fuel Stations .. .. prec hule 276,061.74 251,986.19 
Shops and Enginehouses | fy 2,873,778.68 1,683,645. 30 
Grain, Hleva tore ac. li Cu a enolate Ghia ae 350,094 .03 39,368 .80 
Wharves andDoéks 13/007 7ir bl le. Gane arene 214,376.03 169,264.50 
Coal and Ore Wharves .. .. SOS Ge ee ake a8 23 8,081.38 3,265.42 
Telegraph and Telephone Lines TSS Vk Ss Qt NOR ut AL 912,553.50 874,563.28 
Telegraph—Commercial 871,689.15 890,137.14 
Signals and Interlockers . 838,901.73 794,063.03 
Power Plants % 2)... ew iets 7,859.51 10,447.46 
Power Transmission Systems PS 92,022.70 119,214.78 
Miscellaneous Structures .. . ; 1,667.78 2,242.06 
Road Property —Depreciation—U.8. Lines : 22,817 .37 27,537.24 
Deferred Maintenance .. .. .. . 4,300,000; OG SAS Seb pone ene ans 
Roadway Machines .. SP 422,025.55 410,168 .02 
Road—Amortization of Defence Projects ce Neg 1,002,696. 17 00 


500,000. 
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MAINTENANCE F WAYS AND STRUCTURES EXPENSES—Con. 
1942 1941 
Small Tools and Supplies .. .. DAM ta ae 727,166.58 668,056.19 
Removing Snow. eevee: Hand les ke ne Ee 2,220,020.47 1,884,642 .87 
Public Improvements—Maintenance fel NACA ed 270,057 .48 285,200.57 
arayies, to Persousnaiue ash Cereciie ei, sh colt 448,736.51 388,428 .58 
Insurance .. . aay heals riet Ky aah alu eo 21,794.90 21,208.10 
Stationery and Printing AW te Ore PEEING etait A an AL 62,537.71 65,002 .72 
Other Expenses .. . we 47 634.22 24,703.66 
Maintaining Joint Tracks, Yards, “etc —Debit ‘ty 656,193.83 792,881.62 
Maintaining Joint Tracks, Yards, ¢ etc meth 1,242,483 .68 1,212,378 .08 
Right of Way Expenses .. .. ; hy 46,746.79 39,506.75 
PI POLECTIVEI DEL VICE Mae eae eae ies witetesiy Ahan aM 683,122 .47 552,996.74 


$ 57,656,537 .63 $ 47,072,687 .81 


Mr. JackMAN: Is there any comment to make on the item “Station, train 
and boat privileges’? What do you do, rent space in the station for storage 
of goods? 

The CuHarrMAN: Station, train and boat privileges. 

Mr. Cooper: These are station privileges and train privileges, which are 
operated by the Canada Railway News Company. They pay us a percentage 
of their gross. Their gross has increased relatively to the increased transporta- 
tion and we benefit in that way. 

Mr. JAcKMAN: Not all news vending? 

Mr. Cooppr: Restaurants, news services on the trains. 

Mr. Emmerson: You have two items here. What is this, “Roadway 
buildings” ‘as opposed to “Station and office buildings, roadway buildings and 
station buildings”? There has been an increase in one and a decrease in the 
other. 

Mr. Coorrr: We are back on operating expenses for the minute. 

Mr. JAckMAN: Are you surprised your commercial telegraph is not up 
relatively more during the year? I was wondering if one reason for that was 
not the increased use of air mail. | 

Mr. VaucHan: Undoubtedly air mail has affected telegraphs to some 
extent. Our gross revenue has increased, but our expenses also increased very 
substantially. 

Hon. Mr. Hanson: Your main competitor is the telephone? 

Mr. VaucHan: Telephone and the Canadian Pacific telegraphs. 

Hon. Mr. Hanson: Your competitor? 

Mr. VauGHAN: Yes. 

Hon. Mr. Hanson: Now, with regard to maintenance of way and struc- 
tures, is that up normally with expenditures? 

Mr. Wauton: It is normal except for these deferred items that we have 
had to provide for. 

Mr. VauacHan: That deferred item is included in there, Mr. Hanson. 

Hon. Mr. Hanson: Now $57 million. 

Mr. Watton: Yes. 

Mr. Vauauan: And also included in the maintenance of equipment. 

Hon. Mr. Hanson: The money was not actually spent, then? 

Mr. Emmerson: My interrogation was in regard to ‘Maintenance of way 
and structures expenses.’”’ I mentioned you have there “Station and office 
buildings” and “Roadway buildings.” What is meant by “Roadway buildings,” 
and I see there is an increase? 
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Mr. Warton: Roadway buildings refer to buildings used by the track 
forces, such as tool houses and so on. : 

Mr. Emmerson: Other than station buildings? 

Mr. Watton: Other than station buildings proper. 

Mr. JAcKMAN: In this item under “Summary of operating expenses” I 
notice “Miscellaneous operations, $4,002,852.61” for 1942 and $2,706,792.26 
for 1941. That is up relatively higher than the total. Is there anything in 
that particularly that you should call attention to? 

Mr. VaucHan: That is shown on page 19, Mr. Jackman. The principal 
increase is in the dining car revenue. 

Mr. Jackman: Expenses. 

Mr. VaucHan: This is a summary. Perhaps you would rather wait and 
discuss the details. The details are further on. On page 17 you will find the 
details of both ‘Maintenance of way and structures” and “Maintenance of 
equipment expenses.”’ 

The CHatRMAN: Is there any further discussion on page 17, if not we shall 
proceed to page 18? 

Mr. JackKMAN: We are on page 17. Take the increase in “Shops and 
enginehouses.” That is because of the greater increased use of the engines? 

Mr. VaucgHan: That is true. 

Mr. JAckMAN: Grain elevators show an increase in expenses from $39,- 
368.80 to $350,094.03. 

Mr. Vauaguan: The loss on the Portland elevator is charged in there. 

Mr. JAckmMAN: Loss in the disposal of it? 

Mr. VAUGHAN: Yes. 

Mr. Hanson (Skeena): There is a big increase in the elevator expenses, 
from $39,368.80 to $350,094.03. 

Hon. Mr. Hanson: They are filled to capacity now, formerly they were 
empty. That is the idea. You get the same rental from the Wheat Board 
as the line companies do. 

Mr. VaucHAN:’ We get the same charges for elevation and storage as 
others do. 

Hon. Mr. Hanson: You are filled up to your capacity now for the most 
part? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: Instead of being a transient operation you have full 
storage the year round. 

Mr. VaueHan: The elevators have been filled up. 

Mr. JAckMAN: May I ask, Mr. Cooper, a question about the amortization 
of defence projects, $1,002,696.17 as against $500,000? What is the capital 
item that you reduced by the one million dollars? Do I find that separately 
at all? 

Mr. Cooper: I will give you that, Mr. Jackman. If you will refer. back 
to page 8 of the report you will see we show there under the heading 
“Amortization of war projects” the following:— 

A charge of one million dollars was eet In operating expenses 
as a further provision against the retirement loss anticipated at the 
termination of the war in respect of facilities provided solely for war- 
time traffic and which are not expected to have any usefulness for 
ordinary commercial operations. | 
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Mr. JAcKMAN: I understand the reason, but I was wondering if you show 
- any other capital assets earmarked under defence projects. 

Mr. Cooper: Yes; we have made a survey of all the capital projects. 

Mr. Jackman: Most of these are branch lines and spurs; is that what 
they are? 

Mr. Cooper: Yes, I would think so. 

Mr. Watton: They also include some expansion of our own facilities 
necessary directly for the handling of war traffic, not otherwise required. 

Hon. Mr. Hanson: Lengthening of sidings? 

Mr. Watton: Yes, extension of some of our terminal yards only necessary 
because of the present volume of business. 

Hon. Mr. Hanson: That would be true of Moncton. 

Mr. Watton: Yes, that is quite true. 

Mr. Emmerson: That extension of the siding from Pacific junction to 
Truro would not be included in connection with that service? _ 

Mr. Wauton: No, not that. Some of these yard extensions like Napadogan 
are also in there. 

The CHarrMAN: It is almost 1 o’clock. If we could get another meeting or 
two of this committee we would be through with this matter, I ate say, within 
a short time. Shall me meet this afternoon? 

Mr. JackKMAN: We want to help as much as we can. We have got the West 
- Indies Steamships Company yet, which will not take long, and the officers’ report. 
Do you expect we will be able to release these officials today or do they have 
to come back? 

Mr. VaucHan: We are at the disposal of the committee, bas we would 
certainly like to get through so we will not have to come back if at all possible. 
I do not: know whether the membres sit on Saturday morning or not. 

Hon. Mr. Hanson: No. 

The CuairMAN: We might sit tonight. 

Mr. Vaucuan: A great many of the matters to follow have already been 
discussed. I should think if we sat this afternoon and this evening we might 
make pretty good progress towards that end. 

Hon. Mr. Hanson: You will agree that our questions have been very 
brief so far... 

Mr. Vaucuan: I think all members have been very helpful. 

The CuarirMAN: We shall meet this afternoon at 3.30 o'clock. 

The Committee adjourned at 1 p.m. to meet again at 3.30 p.m. this day. 


AFTERNOON SESSION 


The Cuarrman: Order; gentlemen, we have had a pretty good discussion 
about this matter. Let us get down to these tables and see if we cannot make a 
little headway. Page 13 is where we stopped, or did you finish it? 

Mr. Vaucuan: I think, Mr. Chairman, Mr. Cooper has a statement he 
would like to file in response to Mr. Hanson’s request. 

Mr. Coorrer: Mr. Hanson asked for a statement showing the securities which 
had been repatriated. I will put this on the record. The total par value in 
1940, 1941 and 1942 is $400,766,651.51. Of that total $7,991,000 was acquired 
from holders of Canadian registry who were given the privilege of surrendering 
their securities at the vesting price 
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F SECURITIES UNDER THE ARRANGEMENTS OUTLINED 
et eons ON PAGE 10 OF THE ANNUAL REPORT SS 
Cae Name of Security Redeemed 
Perpetual «| Debenture Stock: .eG 2c. atetaeete sin cites, ole easy po eine $ 19,090,307 87 
Ge 7a G.W. Perp: Debtr?) Stock “and Bonds. eins. piss sewteisttic =a eee 67 
GT-R. 4% Perpetual Debenture Stock..... 0... cece cee eee eter eee cece abe a, 
GTR. 4% Nor. Rly. Perpetual Debtr. Stock. ......... cece ewes cr eeeeoee 1,449, ; 
GTR. 4% Perpetual Guaranteed Stock ....2.2s.0se0iecnedecsieneseose 60,832,846 66 
G.T-P. 20 lati Montgage sROUdS. Gaevle Socom ptreeteh oh utsiitew c.f si tel) aliens Sindy . 
GTP. 4% Sterling (Bonds ewe suse cs chs ui cieek cele gas ceipee ye cotello nee « ttre ni eater ates ils ne 
Can. Nor 3%: 1st: Mortgage Debenture Stock 670... sci nicc mes Sey se ne cleie p's 8,019, ie 
Can. Nor 3195 Ist Mortgage Debenture Stock o coisas. ose pos sebiis 2,243,549 
Can. Nor 64% ‘Sinking Bund “Debenture Bonds; .nicar rem tae soir sls ceeiewre eels 143,000 00 
C.N.A. 4% Ist). Mortgage Debenture Stock. 20. ait can nin tbe te ete o's Wisely 2,575,989 93 
C.N.O. 34% 1st. Mortgage Debenture Stock 4.0...) 20). siomee psu sles aie ce pei oa 30,013,974 33 
Can. Nat. 99%) 1927 Guaranteed) Debenture /Sr0ck 714 a2 kiss cess oko eee a ere we 18,350,744 87 
Can. Nat. 447,''30' Year! Guaranteed Gold) Bonds. ini. tees ated inelel dates eit ee 864,000 00 
Can. Nat 5% 40. Year, Guarantéeds Gold ,.BODdSs. "iio. gata cle eee arenes ores erriee 3,296,000 00 
Can. Nat. 5% 40 Year Guaranteed Gold Bonds..... sr APE eh I AN, UB gu 2,270,500 00 
Can. Nat. 5%. 40. Year: Guaranteed Gold) Bonds. ic.) ige che. t scree omens 662,000 00 
Can. Nat Bo "25 Year: Guaranteed Goldy Bondsa..te slater s/oiten tu ss nave sre ennene 1,482,000 00 
Can. Nat. 44% 25 Year Guaranteed ‘Gold Bondsnire os cueues sieihtere to) -tabae vies aioe 2,632,000 00 
Can. Nat. 42°20 \Near Guaranteed Gold wBondain ci coe siya = eye ieee sie eee 1,978,000 00 
StJ2 & Q. 4% Ist Mortgage *Debenture iStock. 250 oir nie nists en's «wile inet eiwines 2,069,058 47 
C.N.W. 44% Jest) Mortgage Debenture sStoekins. ci. cei = os Steal parain ore eine 1,059,702 06 
C.N.W. 44%. 1st’ Mortgage, Debenture Bonds. os sic si tee le 6 ciestentin ce SE net ee 7,000 00 
C.N.P. 4% ist Mortracer Debenture Stock tn on ae hte ares eee Rees eee 15,290,301) 27 
C.N.P. 44% Terminal \Debenture: OLOck i iouko eine sei ene tebe allegiances 7,409,042 53 
G.T.R. 4% Canada Atlantic 4st) Mortgage (Bonds arte si.a0os pulalere oman wae 6,025,914 00 
G.T.R. 7%. Wellington. Grey. & Bruce) SONGS. 2.0 sms ehee tate coetetete ot etaey cies oe 29,686 67 
G.T.R. 6%, Northern RatlwayisrdiP rete bOndss. so uiche-atkt os) aries elke ier ie 68,133 33 
G.T.P. 4o7 2nd*Mortteage Bons; Prairie At os cs sere rcee ee ere eet tee oe 6,618,348 00 
G.T.P. 4% 2nd Mortgage -Bonds.. Mountains: bee sonase ee clas leer mre Greed 6,785,046 00 
G.T.P. 4% Ist, Morteace Bonds“ Uaker superiors ons eee eee eee 5,375,160 00 
Can. Nor. 4% Perpetial Cons.) Debenture Stocks... cee. shee oe ie eee 40,247,566 93 , 
C.N.O. 4% Perpetual, Cons) Debentures Stock. tieeus asta eect ce en eee 7,691,158 33 
C.N.Q. 4% Perpetual 'Gons.: Debentures Stocks wii ie isa te ee se ae 4,752,382 73 
Q.& L.St.J.4% 1st Mortgage Perp. Debenture Stock............... Se 3,920,270 33 
G.T.W. 4% lsti Mertgage Bonds uci tac eeukee © ade maha eee ki ne ne ee 3,125,672 00 | 
G.T.W. 4% ist’ Mortgage Bondse.. week voy Ou os ties, Reais oleie cet ain oii Somien eee 1,283,500 00 
Total, 1942 Uae ae hele s em 0 cubis scott ge cau Rar eee Et Ryan ei antes ee an $289,320,520 18 
Additional G.T.R. 4% Perpetual Debenture Stock redeemed in 1940 and 1941 
under the, '1940.. Viesting@Orderis 25a ius wets ein eae Dees kur ee eee ee $111,446,131 33 
$400,766,651 51 


Mr. Vaucuan: I think we had finished maintenance of way and structures 
on page 17. Are there any questions any of the members would like to ask in 


regard to maintenance of equipment expenses? 


MAINTENANCE OF EQUIPMENT EXPENSES 


Superintendence 


wa B EAN a nel Sc) gs RLU AGU pele ane he Os iets LERE cee mine eae $ 1,443,653 18 $ 1,416,631 31 
Shop.:Machineryics i ugandan WA ie ae) ae agen A 1,974,094 97 1,479,727 38 
PowerPlant’: Machineryiis ok. Suntec ere aie oe eee te 172,242 68 200,477 75 
Steam Locomotives-—Repairs inn: . ues ee on ae eee ee 19:021;873..12 17,195,264 23 
Other «Locomotives-——Repatrs\! +. 1 see eee eee. Ge ee 157,163 82 83,508 30 
Freight-Train: Cars—2Repaire.) oe on ee ee ee eee 13,964,564 74 12,854,974 92 
Passenger-Train Cars—Repairs . 3.0. 1.0 eee eee. 6,732,699 30 6,082,296 16 
Floating Hoauipment—Repairs: 2203. Se a eae ee 262,588 03 126,725 88 
Work: Wouipment—Reparrs:( 8, So ea OO ae ee 1,659,361 17 1,377,955 76 
Miscellaneous Equipment—Repairs and Retirements........... 257,022 53 21120 On 
Equipment Retirements. (Demolition Cost).............e0eee. 56,075 67 87,321 25 — 
Equipment-—Deprediation, yoo ae eerie ee ee ene 16,974,945 14 13,591,187 71 
Injuries bo Persone 200005 have Ped Ul OE Said aie eter a 325,834 64 284,635 05 
Insurance i. 6 ones i eR I ST eI ae 20,143 79 17,846 77 
Stationery jand) Printing. J, Cn die eee ee ee 49,239 06 53,613 50 
Other Expenses wists coe eh GS ye tend Meats at cca tie ee eae Lake 14,690 68 2,029 68 
Maintaining Joint Equipment—Debit................eeecceee. 162,569 35 180,779 82 
Maintaining Joint .Hquipment—Credit. .....6..0cccceeececceee 208,272 27 163,564 77 
Deferred Maintenance—Hquipment .............0.eeececceee 8,500,000 00 Bagh cata 


$ 71,540,489 


55. 


$ 55,148,687 


84 
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Mr. JacKMAN: Equipment depreciation there is $16,974,000 ‘against 
. $13,591,000. Is the increase mathematically compiled on the basis of miles run 
or some other method? 

Mr. Vauacuan: We charged something over the ordinary amounts we accrue 
for depreciation. Mr. Cooper has some figures on that. 
| Mr. Cooppr: We did step up our depreciation because of the greatly 
increased use of equipment during the year, the increase generally is related to the 
increase in gross revenue. In 1940, which was the year in which we commenced 
accruing depreciation on equipment in Canada, the percentage which depre- 
ciation charges bear to gross revenues was 4: 55. In 1941 it was 4°47 and in 
1942 it was 4°52. ; 7 

Mr. JAckman: All right. 

Mr. Donnetuy: May I refer back to the section above, maintenance of 
way and structures expenses? Are all your grain elevators rented? 

Mr. VaAuGHAN: Yes, they are. 

Mr. DonneLLy: You do not run any of them yourselves? 

Mr. VaueHan:—I think there is one at Tiffin on the Georgian bay we 
operate ourselves; also one at Portland. 

Mr. Watton: And St. John, N.B. 

Mr. Donnetty: Why are your expenses $350,094.03 this year when they 
were only $39,368.80 last year. 

Mr. VaucHan: That was because there was charged into expenses the 
retirement of one of the elevators at Portland. 

The CHAIRMAN: Page 18. 

Mr. SHaw: Mr. Chairman, may I just make an observation? At a time 
like this when the government has indicated that certain conservation is 
essential with respect to paper, and so forth, I wonder each time as I take up 
these documents why they should be so elaborate. Why should you use such a 
quality of paper? It seems to me a government enterprise should set an example 
to the general public. 

Mr. VauaHANn: As a matter of fact, this report does not cost very much 
more than the other. We went into that matter before we changed the style of 
it but the additional cost was so small that we thought we would like to present 
it to the members and to the people of Canada in a little more presentable 
shape than it was presented before. 

Mr. SuHaw: My only reason for mentioning that is I have heard the remark 
passed quite a number of times since these reports became available, and I 
merely mention it in passing. 

Mr. Jackman: As a matter of permanent record I think, Mr. Vauhan, it is 
well it should be on good stiff paper so we can keep it from year to year, and 
those who get it will be able to have something they can hold in their hands. 
There are a great many ways in which we could economize in paper around 
here, but I think this is one place where the money is reasonably well spent. 

Mr. McCuttocu: I think so, too. 

The CuarrMAN: Page 18, transportation expenses and traffic expenses. 


TRAFFIC EXPENSES 


1942 1941 
PTCEM COLIC CUCOL Ie Fie tyne an ete aitelaaiy lle tik wn Gintole ata lei Moly Ba Sial wae $ 1,890,285 07 $ 1,760,810 53 
VOT SICA ETICTOBICG AN Loe aie rete nals alee rede otter esl e's, PU tie co Sunnis dare 2,470,681 25 2,341,010 02 
PASM MLI TS tRPa NN cee Me acai druid dieceh, Alva avcis Gin Siawesah ely bras afb Suara anaes SGN 234) 53 555,327 47 
Fee MTA CAOCTALIOIS ce Davsatiekcce dard 2 notes a Sea ei died eee ecopesiahiedsy hay vol eal 107,300 71 101,419 10 
Pee Wer VME ETINCING 5 sauce < Wie sptecalsc ale ellie alerys uso oe edhe du la gio) 292,186 41 292,139 84 
Coe Tie IR OCT BCS tes Wy) U5 dares stapeledeeteccara'a wialdiel Met y/e al oo c.elere vi cccharptde 615 69 964 40 
MMMSE RTOS ECO Sets occ Aeaki a tise ds sieurecus ata e ei ett eNDG ee alate 87,558 02 83,830 06 
Colonization, Agriculture and Natural Resources.............. 182,477 97 172,756 70 


$ 5,392,336 65 $ 5,306,329 32: 
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TRANSPORTATION EXPENSES 
Superintendence 2.0.0. . ssc cccdeverneeetreveerssersdueetee ve $ 3,517,511 59 §$ 3,191,034 94 
Dispatching Trains ........0ceceececeeccceenersencsencccseve 1,887,968 29 1,511,893 05 
Station Hmiploy ees: Vs ass Uses case. siete cre eis toln ie loch fe ae meeteeme pata St ce fala 19,057,298 39 16,846,813 50 
Weighing, Inspection and Demurrage Bureaus................. 90,211 44 ; 25 
Station, Supplies and “Hxpenses, 2//2).)\5\c% s/c aie sisun sets we elainle\alwiols vw 1,488,617 O1 1 29 1:5 13x62 
Yardmastersvand” Yard: ‘Clerks s\pelsct hinge wise cri enbla ee ape 3,519,878 51 2,915,588 97 
Yard Conductors and! -Brakenien iin vais sci vee als eine oes ome eres 7,084,554 33 6,180,904 23 
Yard ‘Switch and ‘Signal Tenders.) 2k vivre. hice Sires tales eeee oes 5 689,892 34 572,516 38 
Yard’ BMnginemen ii ii/i55.5 ei Mace bie ane eee pleats ies beso sunt eee ae Rs 4,660,449 24 4,312,579 58 
Vard . Motormen) ee aay Wie oe enc ects a ee eee 352,325 02 90,644 53 
Yard: Switchiuie’ Hueloy ie. ahaa dees eee eels eee marae 5,164,506 94 4,219,156 05 
Yard ; Switching: ‘Power Rroduced sires son os pete cy tee ee aye 9,628 33 9,941 00 
Yard Switching’ Power ‘(Purechasede.. > os ee oh cee ee eae 72,949 02 70,109 73 
Water :for, Yard “oeomotivvest cya ctl ete eee e ate souls eee ee 183,882 53 190,280 12 
Lubricants for Yard: Locomotives. 62 oooh... 2). LAU CAEN Severe eee Lon t23 od 56,871 80 
Other Supplies: for Yard: Loeomotives,,. na. esse os eee ieee ene 42,122.12 39,446 72 
Enginehouse Wxpensés—-YViard 2 shicwleo so ctese's sia sie Wisis ies is Hiale'm eieiels 1,470,367 98. 1,269,319 52 
Yard Supplies.and (Expenses). «svar mune ama ie ee Glee Lie 156,618 84 142,379 55 
Operating Joint Yards and Terminals—Debit................ 1,354,427 58 1,098,949 95 
Operating Joint Yards and Terminals—Credit................ 1,873,925 67 1,515,609 54 
Train’. Hinge imemen’ yok inh ick ute pikes re hike le: eek y sete le vel ene tne Cae uae ot 13,456,416 11 11,672,320 18 
Train» NMOotormen iigce As ee A eins eee eee Lene eke eT 112,922 87 107,367 27 
Train 2 Watek as ies Pa gtk Pe eae oi res ea gene aa ae eae 27,712,029 98 21,618,816 11 
Train’ Power) Prodicedaueges Geo ea emesis ea 12,360 89 11,667 11 
Train’ Power: Purchased at Tiuiae iene eee eae te mre alos tare tite ane tae SO U2ED t 36,374 39 
Water. for “Train Locomotives anus oct iele. see aa eee ened MESS LT ELY SS 1,091,892 42 
Lubricants for ‘Train ‘Locomptivedsis sc eek cee eee ae at tee 483,470 42 416,321. 37 
Other’ Supplies for Train Docomotives. is iiveea cee eee ce eee 235,993 03 209,736 58 
Enginehouse:xpenses-—Trarn ai een eels ee eee el, eae 4,394,091 64 3,705,103 92 
TPreimmenr 0205 15 che sa ein plc nee hate ai es bee UR Yee oe ee 14,941,560 21 12,922,247 57 
Train) Supplies dand, Mxpenses. v2 20a eo yee ieee cee ene 8,063,339 47 6,738,507 21 
Operating Sleeping. Caress hia ee a erate eke Cle oh i eee 1,495,983 62 1,123,946 48 
Signal and ‘Interlocker ‘Operations ss eee cea ee oe 471,830 46 424,623 11 
Crossing Protections tiie sh oe eee Ie eae oe 711,091 44 636,082 15 
Drawhridge: Operation (ain. cuss ase pe eehe ee hoe te Patek 119,177 70 105,818 96 
Telegraph and. Telephone ‘Operation... 22k 2... 2.54) oo tare es 357,470 56 307,926 56 
Telegraph—-Commereial ian olk Co eaters ees, Neem te eaniiatD 4,442,485 42 3,983,495 16 - 
Operating: Floatiney Hquipment jain sa te ee ee ea 1,025,644 50 790,564 10 
TEX PYORS ig. ses ep 6 or ocb 5 uae tune ce tyes AUR atu ieet SiG aan SL Lr Tie aa 6,498,139 59 5,818,426 24 
Stationery sand |! Printing 7. Ak Ree ah a ee eh te 597,244 11 570,832 15 
Other Expenses Sar SS ae and Wek ai he ctas ig bg VEN UPR A aL CG Rab TER mn 1,000,282 34 911,016 42 
Operating Joint Tracks and Facilities—Debit................ 719,103 42 683,697 36 
Operating Joint Tracks and Facilities—Credit............e0: 478,661 78 423,642 77 
Insurance. Gece eGo oii I RNa sel URL a Onan, Nea, Uae 11,656 56 11,209 52 
Clearing: Wrecks ay vide ike eee ee eid es ee ee een 384,231 96 285,103 85 
Damage™-to ‘Property yee ie eh ae ar 80,822 68 35,204 05 
Damage to Live Stock On) Rash tof. Widy vieiaicle sean Hier olan mite ane 56,388 15 41,474 68 
Loss: and; Damage—-Preight cy) < sahale yates at ea L0GR152°72 745,929 02 
Lossand ,Damage-—Bagoage. Sear Gilly, sonar enema) fo OL earn 987 02 2,928 O1 
Injuries,;to.Personss fi oC ig NI Ue Ni cli A Ae ieee 1,466,962 68 920,814 58 
$139,607,558 82 $118,081,059 98 


Just run your eye down that list and see if there is any debate on it. 


Mr. JACKMAN: 
from the previous year. 
year? 

Mr. VAUGHAN: 
budget. | 

The CuarrMAN: Any further discussion on page 18? 


Mr. EMMERSON: 
is quite a little increase. 


Mr. Warton: 


It was mentioned the other day that advertising was down 
Could I ask the amount for the budget for the present 


The budget for the present year is in line with the 1942 


There was one item there as to despatching trains. There 


That is natural because with the increase: in traffic we have 


had to put on additional despatchers. In some cases where one man previously 
handled probably 250 miles that may have had to be cut in two and two men 
put on. It is directly related to the volume of traffic. 

Mr. Emmerson: The point in asking the question is that the change 
vou have made in the method of despatching trains in certain sections of the 
system has meant an additional cost, and that would come in under this? 


ot cees 


ss 
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Mr. Watton: It meant some additional cost which was partly offset by 
some savings in other directions. Trains have been speeded up and a generally 
accelerated movement which means less expense. 

Mr. Emmerson: But your despatching costs are up to a certain extent? 

Mr. Watton: Yes. 

Mr. Emmerson: You get benefits that cover it. 

Mr. Watton: You get the return in a different shape. 

Mr. Nicuotson: Mr. Chairman, chair cars have been cut off different 
trains. Is that to prevail for the duration of the war? 

Mr. VaucHan: That will depend upon the Transport Controller. So far 
as I know we have no advice as to chair cars being restored on the trains in 
question. 

Mr. NicHotson: How many more passengers can you carry in the regular 
day coach as compared with the chair car? 

Mr. Watton: Chair car occupancy is around 25 to 26 and the coaches 
run from about 66 up to 80 in some cases. 

Mr. NicHoutson: It would be better business for the railways to carry 
passengers in your coaches. 

Mr. Watton: It was done to reduce the number of trains, if possible. 

Mr. Nicnotson: How difficult would it be to change those chair cars to 
day coaches? 

Mr. Watton: They could be converted. 

Mr. Gray: That raises a question. You are still selling single sections 
from Toronto to Ottawa? 

Mr. VaucHaNn: We had that matter up this morning and Mr. Walton got 
some details over night. There is an item in the record this morning about it. 

Mr. Gray: What is the item? I was not here. 

Mr. Watton: The situation is that in conjunction with the other lines 
we are now applying for authority to cancel that rate whereby a person with 
one ticket can secure a whole section. 

Mr. Gray: I am glad to hear that because they are not doing that on the 
United States lines. 

Mr. Watton: They cancelled it some time ago, and we have an application 
coming up now. 

Mr. Donne tty: I would like to know whether the Canadian National 
find that the T.C.A. has interfered very much with the telegraph line income? 

Mr. VaucHan: Under existing conditions it has not interfered as much 
as it would in normal times because a great many more telegrams are being 
sent than would be dispatched in ordinary times, but when conditions become 
normal and air service increases there is no question but that airplane services 
will interfere to some extent with telegraph business. 

Mr. Donnetiy: Your telegraph income has not expanded in the same way 
as some other things probably have expanded? 

Mr. VaucuHan: No, I do not think it has. 

The CuarrMAN: Page 19, miscellaneous operating expenses. 

Mr. JAcKMAN: Before we leave that other page, Mr. Chairman, may I ask 
a question with respect to the item of train enginemen and train motormen. I 
suppose the motormen are the ones who operate the single-car trains, the Diesel 
cars. Is that what the motorman of a train is? That is the tenth item down in 
the section on transportation expenses. 

Mr. Watton: Yes. That is what that is to cover, and also electric 
locomotives. 
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Mr. JAcKMAN: Do you have a figure readily available as to how many train 
enginemen you had in 1942, and also train motormen? 

Mr. VauaHan: They are lumped together here, I think. 

Mr. JACKMAN: Both together would do. 

Mr. Watton: It is lumped as one figure in respect to train and enginemen, 
including conductors, engineers, firemen, brakemen, yard foremen and yard 
helpers—15,101 employees. 

Mr. JAcKMAN: That is not just train enginemen? 

Mr. Watton: No, it is not. We have not broken it down here other than 
that. 

Mr. JackMAN: What I am trying to do is to divide the number of men into 
$13,456,000. But the figure which you gave me is not suitable for that purpose. 
Mr. Watton: No. 

Mr. Cooper: You have the wages of the 15,000 employees. 

Mr. Jackman: I have that as $2,795 each. But if you have not got that 
information available, it is all right. | 

Mr. SHAw: With respect to crossing protection, Mr. Chairman, I notice a 
substantial increase in expense there. The thought that comes to my mind is 
that, with the greatly increased number of trains operating, and probably so 
many operating off schedule, it would appear—and I may be wrong in this—that 
there are more crossing accidents than heretofore. Have additional precautions 
been taken with respect to crossings during the last couple or three years? 

Mr. VaucHAN: Precautions are taken everywhere where we think there is any 
danger that might be attribuable to the railway. I have no information as to the 
number of accidents. J thought we had less accidents last year than we had the 
year before. I think I saw a statement to that effect. 

Mr. Watton: Yes. There is a drop in the highway crossing accidents. 

Mr. Suaw: It is only of the C. N. R. you are speaking? 


Mr. VauGHan: Yes. I think people have got very careless in connection 
with approaching railway crossings. You would be surprised at the number of 
cases we have where a motor car has run right into the side of a train that is 
half way over a crossing. 

Mr. SuHaw: The liquor restrictions should help that. 


The Cuairman: I remember seeing a man killed out in the west one day. 
The train came through and blew the whistle. There was a long string of cars 
that ran down almost to the crossing, and he was running along the string of cars 
and went around the end of it in front of the engine. He was going fast. I do 
not know that anything could have been done there, except that the cars might 
have been left further back from the crossing. 


Mr. SHaw: Would this increase of approximately $80,000 merely be for 
replacing existing equipment at crossings, or signals? 

Mr. VauGcHAN: Not altogether. I think there have been additional flashlights 
put in. Those are going from time to time here and there, some of them by 
order of the board and some by agreement with the municipalities. 

Mr. Watton: The item you are looking at is chiefly wage expense contributed 
to, in part, of course, by the cost-of-living bonus. But in this column that item 
is largely wages. 

The Cuarrman: I might say that it occurred to me at that time, Mr. Walton, 
that if that crossing had been left a little more clear, it might have been better. 


You understand what I mean. Those idle cars were right up to the edge of the © 


corner. } 
Mr. Warton: I think you are right. 
The CHAIRMAN: Page 19. 
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MISCELLANEOUS OPERATING EXPENSES 


1942 1941 
Dining and Buffet Service ..5...62...7:. $ 3,746,868 66 $ 2,499,013 24 
ER GSUAULTA TIES pore sores sr hie G er le sk kes Widla Sa’ ee lees 21,924 36 20,045 54 
Gaim HleWVAGOPE Gots i, cmicds oe oe aa eee 196,159 47 148,252 84 
Other Miscellaneous Operations .......... 37,900 12 39,480 64 


$ 4,002,852 61 $ 2,706,792 26 


GENERAL EXPENSES 


Salaries and Expenses of General Officers. . $ 464,452 27 $ 432,387 95 
Salaries and Expenses of Clerks and 

PAN LaTS IG NOR R: Voagpyd lieth Utes A MMpARe GEA Ls Oat NASP ea 4,419,955 96 33; 801,009" 32 
General Office Supplies and Expenses .... 263,866 64 225,828 74 
Liaw Vixpenses eta Me ate betas va aces 344,478 99 345,948 67 
Relief Department Expenses ............. 27,500 00 27,500 00 
BASH aNSIVGN SE pre 2a Jy Alb Asa GM A a LS aa 4,859,896 18 4,731,910 67 
Otationeryrana we mimbing ke NCA Ree... 162,232 43 164,584 22 
Wealia Gioia yak Delinee rte asi hae eh loid «ed 12,2515 )56 11,310 38 
ener Hi xpensed lee ouhe a die te odo Meee ole aah 222,381 03 288,168 13 
General Joint Facilities—Debit .......... 36,946 59 38,996 02 
General Joint Facilities—Credit .......... 1506219 ues 58,191 89 


$10,798,899 46 $ 9,859,802 21 


Mr. NicHotson: Dealing with the item of general office supplies and 
expenses, last year it was reported in connection with your accounting system 
that some of the smaller accounting branches had closed and the accounting 
was being done in large centres like Winnipeg and Moncton. How far have 
you proceeded in those changes that were proposed? 

Mr. VaucHan: Centralized accounting has-been pretty well adopted all 
over the system. Mr. Cooper can give you the details of that. 

Mr. Cooper: We have completed the centralization of accounting in 
Canada. 

Mr. Emmerson: It has just been completed, though, has it not? 

Mr. Cooper: Yes; at Moncton it was only completed in February of this 
year. 

Mr. NicHotson: How many employees have been left out of work as a 
result of this centralization? 

Mr. Cooper: About 176 positions were saved. 

Mr. Emmerson: On the system? 

Mr. Cooper: On the system, yes. 

Mr. NicHotson: What has happened to the | men who held those jobs? 
Have they found employment? 

Mr. Cooper: Mostly they were employees with very short service, and 
they have either moved into other departments of the railway which were 
looking for clerical help or they have left the service and gone into other 
industry which certainly is in a condition to absorb all they can get. 

Mr. Nicuotson: Did those with ten years’ seniority or more have any 
difficulty in finding employment? 

Mr. Coorer: I do not think anybody with more than three or four years’ 
service has been let out of the service. 

Mr. JAcKMAN: This might be an opportune place, under salaries and 
expenses of general officers, to ask how many meetings of the board of directors 
were held last year. Would you table the attendance records? 

Mr. Vaucuawn: I could have that done if necessary. I can say in a general 
way that there is a meeting held at least once a month; and I can say that 
the record of attendance of our directors has been very, very good. But if 
you want the attendance records, we can give them to you. 
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Mr. JACKMAN: If you say it is very good, that is all right. 

Mr. VauaHan: It is very rarely that one of our directors misses a 
meeting. 

Mr. JAcKMAN: That is good enough for this year, I think Mr. Vaughan. 

Mr. VauGcuHANn: All right. 

The CuHarirMAN: Then we come to page 20, property investment account. 


PROPERTY INVESTMENT ACCOUNT 


Balance sat lst ‘January, 1942) sonata sie . esi ect ely Vee Be tt Gia Wee $1,944,287,482 72 . 
Expenditures, Year 1942: 
Road: 
Montreal Terminal Development, Chapter 12-1929 .. $ 1,823,248 09 
Salvage from Line Abandonments, etc.............. 201,878 33 
Rails and? Fastening oi ri eiuierenit tipke al. sane tas Weel heatoaters 282,374 19 
Tie! Plates ‘and ‘RiarlSAnchore sovie o.). ieee rune hee 678,303 63 
Ties-—Oost “OL Treating) cae pee wats sible ee se tette ions abee 1,263,000 25 
Bal laste ir) nes aieiess a siaceomal ge aeaiees erate Sera ce cue ae eB een eat 212,627 16 
Rip Rap, Retaining Walls and Cribwork .......... 42,250 44 
Ditching, Drainage sand-Sewers fs 7 esis sls ole cles tae 36,438 47 
Large Freight Terminats is mo. soars cree «ee he eats 27,222 65 
Large ‘Passenger ‘Lerminalsya2 erica e\Wom Wam ie 31,358 68. 
Yard Dracksy and :Sidingenevencn sey. cmre iu Giese atta 494,925 38 
Roadway 3 Mach ines ait cried. sis alneletereiene ne atcee cies wares 139,758 75 . 
Bridges,; lrestles: and; Gulver towed. ine resi eee ae 323,713 36 
Crossing Protection including Subways............. 79,243 58 
Stationsy.and Station. Wactities 2240.52 es chee Bese 279,110 12 
Buel! Statiotiss. 02). dee eae Oc eee 90,558 68 
Shops, Enginehouses and Machinery ............... 166,920 18 
Grain leva torres ica eek ee Ure teh oes oat reste 326,880 66 
Signals andvInterlockers) auc Den rs altel hes wate 847,647 08 
Telegraphs—-Railwaye.c ceca cs pete itis esniae oe ait arebels 45,579 58 
Telegraphs—Commercial i. San ae es 408,042 58 
Assessments for Public Improvements ............. 44,477 52 
Dp 2292 eA ARE iG A i cose gs GAM Romeiak ar gL 2) ROMenas ar Mn neg 594,780 49 
General Additions and Betterments ............... 132,314 82 
ROTEL oie alias eS oN te Satria Na NT a ON CRC suetee $ 5,991,735 35 
Equipment: 
Hquipment*Purehased tor Buite sis vat ot alow setene ats ee $18,662,312 37 
Hadipment sRetineditaic enn. us be oN ei anaes 979,740 50 
General Betterments to Equipment................ 145,542 05 
Equipment Conversions and Transfers.............. 1,409,813 48 
Express and Miscellaneous Equipment............. 75,147 78 
A bro ot MEA SCFM te Ala Se ecg IN PAR N Mln OMS VA he: UM $16,493,448. 22 
AS hoy Ko) (: amigo mE Nar rr AMC Gee Anicitas TURNOUT AMR to maeN Ss Mah! 1 ORR 2 $ 63,943 06 
Separately ‘Operated: Properties (20.2 foe ae eer eee $1,912 1752 86 
Net. Additions: and: Betterments (054i) Siemans ak 21,109,065 15 
Transfer of Canadian Government Railway Properties to 
Government, Departments 0 gon OG!) ota ee $ 8,211 63 
Line Abandonments, listed below (14.60 pc.c«. Soe even des 4,575,998 43 4,584,210 06 
Balance at iSist “December "1949 CVV A eee ere le nat oem $1,960,812,337 81 


Mr. JACKMAN: I have a question with respect to the Montreal terminal 
development. Is this the end of the cost of the Montreal terminal or the end of 
the initial building cost, as you would call it? 

Mr. VaucHAN: Well, that is a problem, Mr. Jackman. 

Mr. JAcKMAN: Is it all built now? 

Mr. Emmerson: No. It is not in use. 


Mr. VAUGHAN: We have a small estimate for the Montreal terminal for 
1943 of $370,000. We expect that will finish the terminal, according to our 
present plans. I should not like to say that in the future we might not do 
something more; but that finishes our program for the time being. 
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Mr. Emmerson: When will it be in use? 

Mr. VaucHan: I think it will be in use not later than the Ist of July. 
Mr. JACKMAN: Has it been used for any purpose so far? 

Mr. VaueHan: No. It is not finished yet. 

Mr. JacKMAN: What will be the total cost by the time it is completed? 


Mr. VaucHan: The capital expenditures prior to 1939 were $16,651,346; 
and from 1939 to 1942 we have spent $10,608,694, a total of $27,260,000. When 
I said it was not in use, I was in error, because there are certain trains using it 
that go out through the tunnel to surburban points such as Cartierville, St. 
Eustache, St. Andrew’s East, etc. 


Mr. Emmerson: They have been doing that for years. 


Mr. VaucHan: Yes. They used the old station there, but they are now 
using the new station. 


Mr. Jackman: What the government spent by way of unemployment 
relief assistance on the station would be in addition to the $27,000,000, would 
it, Mr. Vaughan? 

Mr. VAUGHAN: Yes. 

The CHAIRMAN: Page 21. 

Mr. JAcKMAN: No, there is a question, Mr. Chairman. 


Mr. VaucHAN: The amount paid by the government to relieve unemploy- 
ment was $1,530,450, and it is not included in the total I gave you. 


Mr. JAcKMAN: ‘Thank you. 
The CuarrmMan: Is there anything further with regard to page 20? If 
not, we shall proceed to page 21. 


STANDING COMMITTEE 


216 


00° 


TL’ 619 888 ‘Te$ 


eS 


G2°€28 ‘06h $ 


——————$ 


16 $99 ‘SFT 
08 086‘ TLT 


£8006 ‘9 
08 $6 ‘18 
vi Sesg'¢ 


£2 L0L'6E = $ 


TP’ 893 'SI9'9FL $ °°" 


€6° 168 '8TL‘F 


$ 


Lb L196 F038 ‘T 
98° 6F9 121 ‘T 


{ON 000 ee 7 


19° $62 ‘64S 


€6 816 °8¢9 


$ 


96° S08 ‘268 ‘TEs 8h’ 98h 968 TPL $ 


00° 000 ‘0¢0‘T 
00'00¢ LEE 
19°999 ‘91 
60000 ‘006 
00° 000 009 
OSL SFE 
C0000 '0¢2 
000 ‘COT ‘T 
000090 °T 
“000 ‘S19 
6L°966' 622% 
“0F0 E21‘ 
“LLB 9TE'S 
"699 °C18 
“186 906° 
"PL9 $982 
“GIS 916% 
81099 801 
000 ‘00¢ ‘Z 
"G88 198 
"606° LE 
“Sh SPST 
“610 81Z 
“O9F 88 
“69 EEE 
OF6 166 
€1 929 8F¢ 
-69¢ TT 
16° 988208 
“GLB 9ST 


20 220 °$02 3 


over 
pen. V¥ 
4s0.104Uuy 


00 000 ‘000 ‘S¢ 
00° 000 ‘060 ‘ST 


00 000 ‘000 ‘08 
00 000 ‘600 ‘02 
00° 000 ‘003 °ST 
00° 000 ‘000 ‘¢z 
00° 000 ‘000 “¢¢ 
00° 000 000 ‘Sg 
00 000 '00¢ “06 
00000 ‘220 ‘8+ 
00° 000'89¢‘29 
00° 000 '8T¢ ‘8h 
00° 000 SEE‘ ZT 
00 00S 622 ‘2g 
00° 000 ‘F02 ‘9S 
00 000 981 ‘F9 
9¢ T&8 08€ 

00 000 ‘000 ‘og 
FS °620 916'F 
€Z 800‘ F2S 
00° 000 ‘Fz ‘EZ 
9€ 186 29 ‘¢ 
62 946 OPE 'T 
00 ¥20'666 ‘2 
00‘ O&T S9F 9% 
£9987 

L9 086 6F 

€L 885 'L28 2 
00° 966 °221 ‘T 
00° €81 669° 


$ 


PEI ‘Ig “09q 4B 


SUTpUBIsING 
[edtoutag 


Dis arene ven OT ees gi Sk che age epee aa i Sa eG LS SRR glee pee Re gai eae Sara a AIOT A LTIGeS 
SN ad ERS NEM NEA TY KOMI OROLONO PCC ORO EE ACE OL URRY OCR RTI CIC ir eye ara CI aire Pree ,  a S}U@UIUIOAON) [eloutaolg &q peoquvieny SONSST [270 

OS61 ‘Z ‘aidy FI6I PUe IEL RETF) tee = os afore AWE ee. Frsllovienahay'ata whale end tae WoitwirelsaquenfovaAsiceive) s'e zee) Mgitel swale) ai erento alla/@teulstehels) asctone tens yo0jg ounjyuoqeq yeurursa 7, Wey 
O61 ‘S ady LI61 ‘OL “AON, "aT NCO 3S AeTagr #10 “hie sed ile oF isle Silvis erste © ple eelelteiethiielly eapr st os ieancd on cee iene w Ce RCC Me ee CCT ere ce err ad 4903S ainqueqeq 9385110 JY 48] WF 
:-VIGNO10/+) HSILINg do HONTIAOUG Ad Cag iNVuyvo ft) 
ZPEI ‘OT qaq FIGI qaq "M'N‘'O acme Padang b Xen steels areuse oie Veer aaels visser fey stone wa enon (taittahgtite, ateie sla c te seceNenerecere me eee ‘spuog pue yooig aainqzusqeq ‘O31IN 1S] WE 
eP6l ‘on "190 FI6I "IVT “M'N'D PHEUS SRS HB yOl8 BFS opie oesialrel x. ahieice, ee78' a Calis.eteMphal 18 elie) arouse ts} ade velle Matis igaltasgs \eLis aU aT open estan cee cine Mea aR OR ER eC spuog aanjueqax] 231 N 18] Yb 
SP6l ‘77 ‘190 PIGL “IB “M'N'O ape PIL RTS a ej Neec# ToPeon oars. erie Se \avronaieanieye Vero salip ieee) ceo hana Cd) eles on lng alts -ob saa nese) «cet RENN Saha Mem Neem nie cen a 4039 ainjyueqeq "O31 4S] Wes 
CH6I “Cr ‘qouy ZI6L aT ACI Riess hes CAE a Sie aloes © sess Mele “#Melde lini: d) sein acieho' Tete c0) lbahconay, svi grune ter aan. sei lehan acevo telleiie: 920 piavaPa Leet oliek pe meena rem enaeeea! sales Meee eee aa ae spuog 9305110] 4s] WP 
‘VLHaETY AO DONIAOU, Ad Gada INVaVoOr) 
Z96I on oune ZI6I ‘FL ACW ’v » af 19 SUP ROSIE Sie) or er eXBUBNS) "9 tni<q eiie'.g. Sizes 10! je) e; eager 6 eye ls: weve). 4kel amie) di piste alter ecules sao) Wie ce) aiten ate o oirackas) ic REAIUER im) ayetere yoorg aimjusqeaqd O83} 10W 4ST WE 
>MOIMSNOUG MAN AO GDONTAOUY Ad CaaINVaVvor) 

neMbh eM vyearie-'a™atulce <avinire ha Pn a gee Le, Gee Ok ee SOR TRB DTIBITY TO UGLTULOL PAY Pos Meee) SONS] [BIO T, 
661 ‘ey ‘uel 6S61 ‘eT ues IN ued ithe SAP cine ogy efor eres uve al iartelig gene eran ane: Sphere: w Saba “a exer oh epeNPli6, is inl ahadnn Wa) evarel eieieire/ Cvemsns eee tanehe tear creas Masato spuog poozyuerensy Iv9X 0 we 
OF6I ‘Cl ‘uel 6861 ‘eT uur JEN uBd Fes a Uae M Aho FOR sta eb ae ee garie yn oWaa i si-s2e) > sa.scec Sahel el ceWanolatetoLete, ate lecehs RoepSeRC emai oie eka, eran ve oms tice a eaTS spuog peojuvrensy Ivo Z te 
SPOIL ‘eT ‘uer S61 ‘eT uel qeN UB) ai EO eh CCE eras Ula at OO LEO OL ge SCOR OF, POS OLD a Mtg RIG iO MOSER EC O, hs ERIS EO CRC, Ce spuog pesjuereny Ivo 7 Ye 
OS61 OT 00q LE61 LCT 00q qeN UBD Ea Sine 8 ye Cera e TB! 914, Byres ete yams ARS! ois Sere ena aie, OF eg ea a ET SR Nae ag LE A Oe MTOR spuog peequereny) 189K el Ee 
S61 Pri >. qoq LE61 ig ‘qeaq 48N “uRg eg oe = ae EL 1 Ca CEN 1d (I BS a ne CMO ACE TN ek WM Tb Lier ef RO Oe sos CeCe EEE ES cater reed, ie spuog peeqzuerensy Ivo Cl ME 
Fr6L or “qoq LE61 oT “qaq YON UB Bye sea sat asf eb 2h saieiiel ie ey atiareeplevis ese) 6ueklatalibree an 6s TaN si wigheka ta eraiueNsl ni tepteM Seeatca-vaviaallonech Rane omar ks on een Pena OR eee oer te spuog peozuerens) Iva i Are 
€S61 “Cy “qoaq 986I CT “qoq JeN “UB BS er ee ot oi Ret ese igd eke eee hg) eas Tas Xp $n rel arpa enre Mauake valle Neina/ inane ipl ewig ta, NistravWnr sonitenaesW ade wie has eewt okays CREO: cee ae Rca spuog peequerenyy Iva X LI %e 
SEL ‘CL ‘qaq 9&6 ‘ey ‘qo VEN UBD De Ae Oh Bia Mirns Sars Wile ale SF erie Fe esore obs segs ree) aOR heen reer a Yeoman ants nay auehen SeereN ction ae, anstoueca las ot CRA Ee eee spuog peequeienr reo Z %% 
TEL LE ARN GEé6I ‘T ABN 48N “UBD OT ete an PEs SON GE Se eds. ee Stee She LAR ONO RBs 9) Rule, "6) yetie Voce twain enans Tabata hen ces, Jeeta Toutes ame ile ish a teMEL an ethene re Woe Le ae ee spuog peeyuvrenr 189 X 6 %e 
OS6I “el "00q PEbL ‘eT aq VEN “UBD Oe Re ess on SST gaa 1a OMe die Seto Fat tiny OR ea ie tle tyRly dena nen eisareceld ets indies, SSE OMe ANTES Oda Ie Cae oie incon aes NE spuog peoquvaensy Ivo 9I %E 
IS61 CF “ydeg Te61 Gi “ydag VEN ‘ueg Se i SR eC gh Wit Na aT TE SCs Mario ar Bec pa Pee Mgr MTS Ss CEC CRY Cade Se eee Re nor te TUE Na Sethe et Par or spuog 12) (er3) peequeienr Ita 0Z 0. ep 
9CBI iT “qoq IS6I hi “qou J8N “UBD me ASE Slices Res So RS AT SIR an Me Ag BOY ey, BW imege) vn Sah ange -e. Nia, 5.11.9 oy wi winalee ORG det athe, fel iiae tes ay aac el miace vm aha eee. ohana spuog 19) (99) peequerenr) IvoX GZ WAS 7 
GG6I ECT, ounr OL6I ECT ounr qBN ued Se ara cen ae Wate eS) Sse en selS aye Ne. sce) O60 Lia 6 Sete ro 8) 9 Leman ware Pan glo ett dae eo oteral a iach teehee eka spuog ploy peejuerenr) IGO CZ oe 
OL6I Tr “qoaq OL6I iT qeaq JBN “UBO ed gee rte Se ge ea gh 2 Sh Ola segs regal SA QER ened teen slices =. soe hd Lis LUGE Ss] Sins, .0, Wasa elbetatis-e--6]-orstinicetctnge mae Se wetae: ancien spuog POD pee uvrenry Iso OF og 
6961 eT 290 6261 7 "490 VEN "UBD ea pe ee eaiewnge SL eRe Mi NIbe eave: Seay Sead Nae ca Oaie, orth er UES ant suet a 3) 6 26 -ca Aer tue sare Liearenticesity catcie Goan enaheeo hence spuog PICD peejuerens 183K OF YG 
6961 a Aqne 6261 T Ane VEN ued me hSaeetinaes ge Soa ea RAS Ad a Tes Bane lee Tela ben/eceyig: sles a4 6a wicaien sila vtataeNly. 91ers: Pied Bice vege gus ce iS tears EMe eee hE spuog ploy peequvrenr 1g0X OF %E 
LO61 ‘T Ane LZ6I oy Ajue 9BN uRBd Pe an ie nae eae an eel paler ae Seniee oN eet Sie! Al iwirs a SAB eRa™ olen age ack era) mrp Wialieicel = hel ates; lane belie Maeda Gala ee Ae, Race spuog ploy peoquerenry Ivo 0g YP 
SSUIMBICT Ag 9261 aT Ajne VeN UB Sania ne ieee”) pene ns ee be yaaa eR Sa Saleem eho Rance aise Gualis.a)ibiiats vai-(62eneliom els iegawauetioadle (a; Prete, xfivd tile-chwdiecle seule one 49019 9injzueqoaq pesquvreny L261 WAY 
PS6I Sy ‘qoaq PC61L oT “qaq JEN ued Tape ROE RSS CR Nae Renita se Sale. OSS 5e- Saad aca Se Pal Meo]. vinden tame nsh alas eran eg e taal Mie) cethy ele har tae oeeVESer een Mecho eae ee spuog peoyusrenr) Ivo og %G 
1961 ‘61 ACW II61 9 00q ‘ON'O eta iirc eats hey = Seer er ce TLS Sob Re RONG omer CMal eq Fx Ame lence Vortital sa, 0) ary Vitae aroha y uleiveiNaais. Tobi serale MeRATTE Lele ao ce cut amcuar teens 01g amnyueqed 9589}.10 J 4ST (@) ge 
0961 ‘fp ABW II6I ‘ee ‘I ‘WN'O Siaeat” pine oe sais lope. age PLeis nn su oWes ts ener Mas exereme le (acas y sFoNo im Ta hiate pd hoa aaeecue seen seso aha Tear dese are 909 einqueqeqd o3¥S} 10] 4ST Wee 
OPF6I at Ane 1Z61 al Aqne ION “UBD Be op me ele re Dg eang sao SAO ee? an AMOS fel sa eee E Ne oe GONE Maen ph anata, “shis; neo dees elites Ta,cation cee ea Ccar ere TA spuog 91N}Udq a4] pun SUIYUIG %*g 
8S6I ‘0Z Ajog O61 IVI ION ued TN Pee tn Rane SAIS OG NA, mals AG ape Alolak halen faer esi sLamanweMay she rairdmaollig ae as elie soe aes ETE. aoe TOnRE ork, out ene 49039 9inqyuaqakT 8389110] 4ST ME 
€G6T ‘OL Ajne e061 ‘6g Ayne ION UBD seep erns ET SD ECR REP OEER EO \ hyn Os OSORIO OLOOM LS er LY HEAP aE APSO MPL LEr eee EAP tk wet chen em yo039 ainqueqeq o3U3}10 WW 4ST o%e 
S961 ‘T ‘uve FI6I T Ayne aie) Spee nec MR ese eee ol ofee Sam epee coat 0 Sie nm Male Si OS ia IR ela ean age SSRN RN se bsenaT Camel asl -e Vial elbaliews 6 nals Jerome shat ai owe ta eic SMR Taos ca oe Oe es spuog BUITIN}G MP 
Z961 af “Uer CObL =i Aynge fa eal F y PrePSl gh a, gOS ES ete CO em ole sateen erie’ ie ke ie Je, base leer a ja : FE eet SSP (SONOS SSP ins k7 8, Obie, @, Bke Doe. dw Kalla aaah evertd si 1M lejiel lee esol e<dusie nianie spuog 935110] 48] GEG 
enjodiag 606T 04 P81 een Ad 9 oe eter eee ee cha caree er > el atts ip Wsieus aL p16 8), « Wie dagh nage oF own, ACeDIE TT Sea zauie aE NE chases aes ee yo039 poojuerenry penqedieg WF 
[enjedieg P8El ane Aue oa heD) Sch Spec at ayy ene en Th ake were line! Sau aehie fer Wie tern, alba Te iedsa usta deisatiedivetwaa- tae eh onta Metre hi easel e alnisennreis 49019 einjueqeqd [enjodieg “ATY “ION MF 
pengediag SI6I 02 EQ8T eT Re) SR ig PAE CAS tbe Pie des eae ee URI P Le, ©, tanh ae Herd aatinere teh ip Mgrs wep IO Kauame cael eben eg wee wala e Eee hh Palla hal oe tite meee eae os yo04G aanqueqaq Tenjedieg WF 
penjediog 981 O74 SRT TID De PEEP al mtn fees. Ley ep IWArnl SWicky ode Lohse 0s) Sees Ae Aimpenan Loxton Sue oredel a: sca hinees en eNO ERe a ener spuog pues 40090 ‘1199q ‘diag “MD %e 
[enqjediog ER8T (on G/8T Tbe) Fe ee et at Se as oles = ease re Geko eM eno OAS sean Sey Patan eaten gation eldta is ie~s lauauroke Rene teil ed agantou aneten so cmat once amber: eateccen 49049 eainqueqeqd [enjedieg %G 

‘VAVYNV() dO NOININOG Ad GagINVUVoar) 
AYLINZ CI onss] Auedurog 
jo jo BuInSS] ALIUNOAS AO ANVN 
aueq o1eq 


LSHYHLNI GNV TYdIONIYd—LYad GHANNDA 


RAILWAYS AND SHIPPING 217 


Mr. Jackman: Are you thinking of calling any bonds this year that can 
reasonably be called? What is the general financial program with regard to 
the company? 


Mr. VauGHAN: We have no program; except to take up any maturities that 
may come due. 

Mr. JAcKMAN: And you have retired $00,000,000 already? 

Mr. Cooper: Yes. 

© Mr. Jackman: How did you do that? 

Mr. Cooper: We borrowed $55,000,000 from the government at 34 per cent. 

Mr. JAcKMAN: And you retired an issue of 2 per. cent bonds with it; could 
you not get any short term notes? 

Mr. VaucHAn: We tried our best, to get that rate down. The government, 
of course, did not want us to go out in competition with them to borrow money. 

Mr. JAcKMAN: This is probably the first time that your affiliation with the 
government has cost more to finance you than it would cost you as a private 
company, is it not? 

Mr. Coorgr: The additional interest was $825,000 on that one item. 

Mr. JackMAN: Yes, it is quite substantial. 
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Mr. Gray: Why don’t you wipe off these 4 per cent, 5 per cent, and 6 per 
cent, issues that you have instead of paying those high rates; is it because they 
are definitely perpetual? 

Mr. VaucHAN: Some of them are not perpetual, no. 


Mr. Cooper: To the extent that they were capable of being repatriated, 
they have been repatriated. 


Mr. Donnetuy: These perpetual issues have been repatriated? 


Mr. Cooper: The ones you are looking at are the ones which have not 
been repatriated for the reason that they are owned by people who are not 
subject to the vesting order issued by the government of the United Kingdom. 


Mr. Gray: Is there any way in which we can pay them off? 
Mr. JAcKMAN: Not under the terms of your contract. 


Mr. Cooper: I do not see how; unless the Canadian government passes 
some order more or less confiscating these securities. 


Mr. VaucHAN: It means that the Canadian government are respecting 
the foreign owners of these securities as to their rights. 


Mr. Gray: They are all owned outside of Canada? 
Mr. VauGcHAN: I think so. 


Mr. Cooper: Substantially; all of the debenture stock is sterling stock 
held in Europe. 


Mr. Gray: How about Great Britain? 

Mr. Cooper: To the extent that it has been held in Great Britain it has 
been repatriated. 

Mr. Donnetiy: These are private individuals who own this? 

Mr. Cooper: Yes. 

Mr. Gray: I recommend very definitely that we cancel. 

Mr. JAckKMaN: You mean the perpetual debentures? 

Mr. Gray: Absolutely. 

Mr. Jackman: My dear fellow the credit of this country would go 
right down to the bottom of the abyss, you could not possibly cancel them. 


Mr. VauGcHAN: It is a matter of government policy as what is to be done 
in this connection. 


Mr. JAckKMAN: How could you cancel them? 


Mr. Gray: With all due deference to Mr. Jackman, I say again I would 
cance] these perpetual issues. | 


The CHarrMAN: You mean, you would buy them out? 

Mr. Gray: Oh yes, buy them out. 

Mr. JAckKMAN: You would give them something for them? 

Mr. Gray: Yes. : 

Mr. JAcKMAN: Even that is a breach of the contract. 

The CuHairMAN: Perhaps if they would give them a little bit of a bonus, 
they would be willing to sell. | 
_ Mr. Gray: Go on down the list—5 per cent, 5 per cent, 4 per cent, 


Mr. Jackman: They had no alternative investment to make at that 
time. 


Mr. McCutiocu: There is one issue there of 64 per cent due in 1946 ; 
would that not be bought up by paying the premium? 
Mr. Cooprr: It is not callable under the terms of the issue. 


Mr. VaucHan: You would need to pay a big premium to get in these 
© per cent bonds. It would probably be cheaper to let them expire. 
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Mr. Donnetty: As to these gold bonds, do you have to pay in gold? 
Mr. Cooper: No, sir. 

Mr. NicHotson: Going back to this issue of $28,000,000 where would these 
bonds be held? 

Mr. Cooper: I think they are held very substantially in the United States. 

Mr. Jackman: I think it should be pointed out that if the railway company 
wanted to buy these bonds the holders might be willing to dispose of them if 
they get a fair market rate as compared with the 34 per cent offerings available; 
that is, if the they were comparable in value to what is now offering in the 
market; such as government bonds. 


Mr. VaucHan: Our treasury department have these matters up constantly 
with the Department of Finance, almost every week. 


Mr. JackMAN: It must be understood that when these were purchased 
no alternative investments with comparable returns were generally available 
and these particular ones were chosen because they were suitable for the 
investment portfolio. You cannot discriminate between different classes of 
securities. A person might have bought something else at that time. 


Mr. SHaw: Were perpetuals generally available at that time? 
Mr. JACKMAN: Oh, yes. 


Mr. Gray: I am not content, Mr. Chairman; what are you doing, Mr. 
Vaughan, about trying to cancel or buy up? 


Mr. VaucHan: I think we have gone quite a way, Mr. Gray. We are 
trying to buy in everything we can. We bought in in the last three years 
$400,000,000 of these; and our financial department have up, as I said, almost 
every week with the Department of Finance ways and means of dealing with 
all these securities and getting rid of all the high yielding securities as promptly 
as possible. I cannot say at the moment just the stage in which these various 
matters are; but I do know this that the matter is up constantly between our — 
financial department and the Department of Finance. 


Mr. Gray: Well then, that is satisfactory if you are watching it every 
minute. ) 


Mr. VaucHan: We are watching it. 


The CHarrMAN: We now turn to page 23 dealing with investments in 
affiliated companies and major contingent liabilities:— 


INVESTMENTS IN AFFILIATED COMPANIES 


Amount Amount Owned by 
Company Outstanding Can. Nat. System Book Value 
Stocks :-— 
Atlantic and St Lawrence Railroad Company  §$ 5,480,700 00 §$ 46,384 33 §$ 33,172 44 
The Belt Railway Company of Chicago...... 3,120,000 00 240,000 00 240,000 00 
Canadian Government Merchant Marine, 

Terni bed ys MC eee ake Moves Ts Bk 800 00 800 00 800 00 
Central Vermont Transportation Company.. 200,000 00 50,000 00 20,000 00 
Chicago & Western Indiana Railroad Com- 

TRAIL Wes he neg Bara pekaGe susie Ona e weMere ae NAD 5,000,000 00 1,000,000 00 1,000,000 00 
The Detroit & Toledo Shore Line Railroad 

(CATT AW ATS aul be NODS Rats eee am oe tye Se tp 3,000,000 00 1,500,000 00 1,767,000 00 
Detroit Terminal Railroad Company....... 2,000,000 00 1,000,000 00 1,000,000 00 
ep heen Alberta Railways Company...... 625,000 00 312,500 00 312,500 00 
The Ontario Car Ferry Company (Limited) . 500,000 00 250,000 00 179,007 53 
The Public Markets, Limited........... ite 1,150,000 00 575,000 00 575,000 00 

1 E ss Agency, Incorporated (no 
Hate re) a : re © MrGPP SAE CLA Sier Sahih Mrs ae 1,000 shares a shares Sek sa on 
The Toronto Terminals Railway Company... 500,000. 00 250,000 00 ,0' 
The Toledo Terminal Railroad Company.... 4,000,000 00 387,200 00 387,200 00 
Trans-Canada Air Lines............-...0+. 4,600,000 00 4,600,000 00 4,600,000 00 
Vancouver Hotel Company Limited ........ 150,000 00 75,000 00 75,000 00 


$ 10,440,279 
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INVESTMENTS IN AFFILIATED COMPANIES—Cone 
Bonds :— 
Atlantic and St. Lawrence Railroad Company ~ $ 3,000,000 00 $ 3,000,000 00 $ 3,012,040 00 
Northern Alberta Railways Co. Ist Mortgage 


BOTS ue be els bs eee lates tio le eae 26,730,000 00 13,365,000 00. 13,365,000 00 
The Toronto Terminals Railway Co. Ist 
Mortgage Bonds .........-+eeeseeerees 25,610,000 00 12,805,000 00 12,805,000 00 
$ 29,182,040 00 
Advances :— 
Chicago & Western Indiana Railroad. Company: .)7iics/emielslniety om aie wires sieve simile $ 1,873,881 59 
The Railroad Credit. Corporation. 2. 60) Tees aie aaa 9 audi we wigs Aleem sei sian seu 139,406 20 
Railway Express Agency, Incorporated.........++sseesecesceeserec terre cscs 116,636 42 
Northern Alberta Railways Company......-....csecsese eee e nce sseece gece: 250,000 00 
Vancouver Hotel Company Limited oe wii ooo She tiers ee is pine 2s So ae iid Baie ss 18,858 39 


$ 2,398,782 60 


—————— 


$ 42,021,102 57 


Mr. Jackman: On these other shares, those that are not guaranteed—the 
bonds on parts of the lines which you use—you have never had to assume 
any guarantee, or to guarantee them—the lines that are represented by these 
bonds; is that the picture of this? 

Mr. Coorrr: That means that they are not guaranteed by the dominion, 
or by any of the provinces. . 

Mr. Jackman: But you are using the property on which these are a 
mortgage? 

Mr. VaucHan: Some of them are just as good as guaranteed, because 
they form a very important part of our railways. 

Mr. Jackman: I will not ask you to pick those out, Mr. Vaughan. 

The CHarrMAN: Is there any further discussion on page 23? If not we 
will turn to page 24: 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


CAPITAL STOCKS OWNED BY DOMINION OF CANADA 


Co. No. 
1 Canadian National Railway Company siieseieecn> viens: Sheers plan oe pale bon a $ 18,000,000 00 
9 The Canadian National Railways Securities Trust.......--+.+++eseeeess 298,842,882 17 
$316,842,882 17 
CaprraL Stocks OWNED BY SYSTEM OR PUBLIC 
Owned 
by Co. Capital Stock Owned by 
Name of Issuing Company No. Issued Public 
3 The Bay of Quinté Railway Company.........-++:+: 23 $ 1,395,000 00 $ 
4 The Bessemer and Barry’s Bay Railway. Gow oi5:.-0 5 23 125,000 00 
5 *Brooksay Realty Company ...---.++--+eeeeees reese 29 2,000 00 
6 *Canada Atlantic Transit Company.......+++++++e+: 1 219,000 00 
7 *Canada Atlantic Transit Company of U.S........... 1 250,000 00 
8 The Canadian Express Company .....--+-+++eeeeeees 1 1,768,800 00 
9 *Canadian National Electric Railways......-++++++-; 23 1,750,000 00 
10 Canadian National Express Company........++-++++, 24 1,000,000 00 
11. Canadian National Land Settlement Association..... 1 — 
12 *Canadian National Railways (France)...........-- 1 2,007,400 00 
13. *Canadian National Realties, Limited.............-- 23 40,000 00 
14 Canadian National Rolling Stock Limited........... 1 50,000 00 
15 *Canadian National Steamship Company, Limited.... 49 15,000 00 
16 Canadian National Telegraph Company °..........-- 23 500,000 00 
17. *Canadian National Transportation, Limited......... i 500 00 


18 The Canadian Northern Alberta Railway Company 23 3,000,000 00 


19 Canadian Northern Manitoba Railway Company.... 23 250,000 00 
20 The Canadian Northern Ontario Railway Company... 23 10,000,000 00 
21 Canadian Northern Pacific Railway Company........ 23 25,000,000 00 


22 The Canadian Northern Quebec Railway Company.. 23 9,550,000 00 .3,849,200 00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Cone. 


Owned : 
by Co. Capital Stock Owned by 
Name of Issuing Company No. | Issued Public 
23 The Canadian Northern Railway Company.......... 1 18,000,000 00 
24 The Canadian Northern Railway Express Co., Ltd... 23 1,000,000 00 
25 Canadian Northern Steamships, Limited............ 23 2,000,000 00 
26 Canadian Northern System Terminals (Limited).... 23 2,000,000 00 
27 Canadian Northern Western Railway Company..... 23 2,000,000 00 
DORMAC ATTA re CLS MAIMILEC eb ais wn a i's a d's to uaa here ee 1 100 00 
Zope nes CentMonts COTDOLALIONT oo vets leis whee ee kewele kee 32 176,400 00 
oor mebne Central: OntariovRall way. sss tacos ek oes iiutnceo 3,331,000 00 
oleee Centrale Vermont AINWayes LNG... cde aw cece ee cule 29 5,000 00 
Suimecentran Vermont hallway, (nee ile ue ok ewe oe 10,000,000 00 
JoeOentfaley ermonue) erminal,: Inc, \i yc epois pele oe clk Shue 32 5,000 00 
34 *Central Vermont Transit Corporation.............. 29 5,000 00 
35 *Central Vermont Warehouse, Inc...........scecceee 29 5,000 00 
36 The Champlain and St. Lawrence Railroad Co....... 1 50,000 00 
37 Cincinnati, Saginaw and Mackinaw Rail Road Co... 1 1,500,000 00 
Sou Consolidated), bands Gorporation. «osc lek dee cece 52 64,000 00 
39 *Continental Realty & Holding Company............. 13 90,000 00 
40 *The Dalhousie Navigation Company, Limited....... 23 50,000 00 
41 *Duluth and Virginia Realty Company.............. 39 45,000 00 
42 Duluth, Rainy Lake & Winnipeg Railway Company. 44 2,000,000 00 
43 Duluth, Winnipeg and Pacific Railroad Company... 44 00,000 00 
44 Duluth, Winnipeg and Pacific Railway Company.... 23 3,100,000 00 
45 *Grand Trunk-Milwaukee Car Ferry Company........ 52 200,000 00 
46 The Grand Trunk Pacific Branch Lines Company... 49 200,000 00 
47 *The Grand Trunk Pacific Development Company, Ltd. 49 3,000,000 00 
48 *Grand Trunk Pacific Dock Company, of Seattle..... 49 150,000 00 
49 The Grand Trunk Pacific Railway Company........ I 24,940,200 00 
50 The Grand Trunk Pacific Saskatchewan Railway Co. 49 20,000 00 
51 *Grand Trunk Pacific Terminal Elevator Co. (Ltd.).. 49 501,000 00 
52 Honena Trunk Western Railroad Co. (Common)).... 1 20,000,000 00 
Grand Trunk Western Railroad Co. (Preferred ui. awk 25,000,000 00 
53 The Great North Western Telegraph Company of ; 

Canada (including $331,500.00 held in escrow)... 16 373,625 00 _ 6,925 00 
54 The Halifax and South Western Railway Company... 23 1,000,000 00 
OOe a NGURLMalsand Company. vie ile ee ae te vee 52 1,000 00 
56.~International’ Bridge Company 2.02... 0.. 00560 c ke 1 1,500,000 00 

57 The Irondale, Bancroft and Ottawa Railway Co..... 23 53,500 00 500 00 
58 The James Bay and Eastern Railway Company..... 23 125,000 00 

Carried Morward Nye ogee Ve ihe yar soe ake $179,513,525 00 $3,856,625 00 


Mr. JackMAN: In connection with the Central Vermont railway I see you 
have a book value of $10,000,000 in these stocks. How much income do you 
get from them? I suppose all the stocks represent ownership of companies 
which are an integral part of your whole system. 

Mr. Cooper: I can tell you that. On the Atlantic and St. Lawrence shares 
the dividends we received last year were at the rate of 3-6 per cent. On the 
Belt Railway Company of Chicago stock we received a dividend of 18 per cent. 
The Canadian Government Merchant Marine, of course, is Just for purposes of 
control. From the Central Vermont Transportation Company we received a 
dividend of 2-4 per cent. -On the Chicago & Western Indiana Railroad 


stock we received a dividend of 6 per cent. On the Detroit & Toledo Shore Line 


Railroad stock we received a dividend of 16 per cent. With respect to the 
Detroit Terminal Railroad we received a dividend of 4 per cent. With respect 
to the Northern Alberta Railways—while we didn’t receive a dividend on the 
stock we did receive our share of the operating income of that railway, our 
share being $687,000. On the Ontario Car Ferry Company we did not receive 
a dividend, but the Company made a profit in 1942 of $18,888.00. On the 
Public Markets Limited, Winnipeg, we received a dividend of 4 per cent. 
The Railway Express Agency—we did not receive a dividend on that—the 
amount is only $600: The Toronto Terminals Railway Company—we did 
not receive a dividend on that stock because if we had we would have had to pay 
it ourselves; we are both part owners and part users. On the Toledo Terminal 
77099—5 
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Railway Company stock we received a dividend of 2-5 per cent. On the 
Trans-Canada Air Lines shares we had a return of 5 per cent. On the Van- 
couver Hotel Company we received our share of the rent which was $107,000. 
Atlantic and St. Lawrence bonds, they are 6 per cent bonds, we received the 
snterest but we also paid it because we are the lessee of the railway; Northern 
Alberta Railways bonds are 5 per cent bonds; interest was earned and paid; — 
Toronto Terminal Railway bonds are 5 per cent bonds, interest was earned and 
paid; so that as a group of security investments I think the returns in 1942 
were very satisfactory. 

Mr. Jackman: We just heard in the house this afternoon that Trans- 
Canada Air Lines may be expected to increase somewhat in size. What is the 
procedure in the way of increasing your investment in the Trans-Canada Air 
Lines? Does the application of Trans-Canada come before your board of 
directors and do you decide whether or not to subscribe to more stock? 

Mr. VaucHan: That is what happens, Mr. Jackman. 

Mr. Jackman: Do you really decide as a board of directors whether or 
not you want to advance or invest more money in the Trans-Canada Air Lines? 
Are you their agents or are you first of all told what the government policy 
is and you have to find the money and in turn if you need any money you go 
back to the government? 

Mr. VaucHan: No, we are free agents. Trans-Canada Air Lines make the 
application and the money is advanced to them and the stock is given in exchange. 

Mr. JackMAN: You are already at times drawing on the dominion govern- 
ment for working capital and in so far as this program is concerned are you 
anything more than a sieve without independent judgment in regard to whether 
or not you will advance capital? 

Mr. Coorer: Trans-Canada financing is governed by an Act of parliament, 
the Trans-Canada Act, which authorized a capital stock issue of $5 million 
and provided that the stock should be owned by the Canadian National Railway 
Company. 

Mr. JackMAN: You subscribed to it, to the whole issue? 


Mr. Cooper: Not at once; the stock is only being subscribed and paid 
for as required by Trans-Canada. 

Mr. JacKMAN: You have not an open subscription? 

Mr. Coorrr: No; I think at the end of 1942 there was $400,000 or $450,000 
which had not been called. We expect—that is, Trans-Canada expects—to use 
that money in 1943 and to that extent the Canadian National will, if approved 
by the board of directors, subscribe to that amount. Beyond the $5 million 
there is no statutory authority. 

Mr. JAcKMAN: Would it be a fair assumption to say that the reason Trans- 
Canada became associated with the Canadian National system or was put under 
it was that Trans-Canada was a form of transportation? 

Mr. Vaucuan: I think that is a correct statement. The other railway 
had the opportunity at the same time to come into the Trans-Canada picture, 
but I understand they did not want to do so. 


Mr. Jackman: Was that opportunity of equal partnership with the Can- 
adian National in ownership? 


_ Mr. VaucHan: | think it was but I have no positive information on the 
point. 
Mr. JackMAN: That was about 1930 what? 
Mr. VauGcuan: | 1987, I think. 
Mr. Jackman: Should the T.C.A. extend so that it has a European busi- 
ness—you as the Canadian National Railways never had any steamships plying 
the Atlantic except the “Lady” boats and other ships down to the West Indies. 
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Mr. VaucHan: We have had boats plying the Atlantic all during the war, 
in fact, we had five trips to the far east last year. 

Mr. Jackman: I am talking of regular commercial groups of steamship 
lines either to the old country or France, so that you are not equipped to service 
air lines as far as office service is concerned. You have no ticket offices over 
there to the same extent as your competitor. 

Mr. VaucHan: We have substantial offices in the old country, in London, 
Southampton, Glasgow, Cardiff and Manchester and various other places. 

Mr. JACKMAN: Selling railway tickets? 

Mr. VAUGHAN: Selling railway tickets and gathering up freight for the 
railway. We have fine offices in all these places. 

Mr. JAcKMAN: Such as the public patronize, not just commercial people? 

Mr. VAUGHAN: Yes, just the same offices as our competitors have and these 
offices take the same class of business. 

Mr. JAcKMAN: Where is your London office? 

Mr. Vaucuan: On Cockspur street, a very fine office there. 

Mr. Donnetiy: I should like to refer to the Toronto Terminals Railway 
Company’s first mortgage bonds. Is that $25,610,000 the total cost of the Toronto 
Terminals? 

Mr. VaucHan: I do not think so, but Mr. Cooper can answer that question. 

Mr. Coorrr: It would be approximately one-half; the Canadian Pacific 
has a similar investment to ours. 

Mr. EmMmerrson: That would make a cost of roughly about $50 million? 

Mr. Cooper: Yes, that is it. 

The CHAIRMAN: Page 24. 

Mr. JackKMAN: May I ask one more question about these offices you have 
in Britain and Europe? Are they chiefly for the purpose of obtaining freight 
or do you get any substantial amount of passenger business out of it? 

Mr. VaucHAN: We sell tickets via various ship lines. We have very close 
working connections with nearly all steamship lines. Our offices there sell 
through tickets in connection with steamship companies and in connection with 
the railway. For instance, our office would sell a ticket, say, from Manchester 
or London to Vancouver, or say from London to the orient via Vancouver. 

Mr. Coorrr: I should like to correct my answer on the Toronto Terminals. 
The cost to the Toronto Terminals Railway Company would be approximately 
$25 million, not $50 million. 

Mr, JacKMAN: The amount of passenger business you get. from your offices 
abroad would not in itself justify the keeping of those offices there if it were 
not for the very considerable item of freight that you have built up? 

Mr. VaucHAN: There is a substantial amount of freight booked. These 
offices carry themselves. 

Mr. JacKMAN: Would their business not be 95 per cent freight? 

Mr. VaucHan: I could not say offhand how the freight and passenger 
would be divided; I would think freight would be the greater proportion of it. 

Mr. Jackman: Am I very far off if I say 95 per cent? 

Mr. VaucHan: I think that is too high; it would not be 95 per cent anyway. 

Mr. Hanson (Skeena): The important thing is they are self-sustaining. 

Mr. JAckMAN: That depends on how much imagination you have. 

The CHAIRMAN: Page 23: 
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MAJOR CONTINGENT LIABILITIES 


Trans-Canada Air Lines: 
The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air 
Lines on which total call to 31st. December, 1942, has been $4,600,000. 


Northern Alberta Railways Company: ea 

The Canadian National Railway Company owns $3,125,000 of the Capital Stock of the 
Railways Company on which total call to date has been 10%. 

Under agreement of purchase dated 6th February, 1929, Canadian National Railway Com- 
pany became liable for one-half of the purchase consideration for the property. This obligation 
was later assumed by Northern Alberta Railways Company which took title to the property. 
As of 3lst December, 1942, the commitment of the Canadian National Railway Company was 
$1,210,000. The Canadian National Railway Company takes up currently in its income account 
one-half of the annual surplus or deficit of Northern Alberta Railways Company. 


The Detroit and Toledo Shore Line Railroad Company: 


Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by 
indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds 
due 1953. 


The Toledo Terminal Railroad Company: 
Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mortgage 


44%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several and 
not joint. Grand Trunk Western’s proportion is 9.68%. 
Chicago and Western Indiana Railroad Company: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplement lease 
dated Ist July, 1902, between Grand Trunk Western Railway Company and four other pro- 
prietary companies. Obligation is for repayment of principal of bonds at their maturity, and 
of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation is 
for one-fifth of the bonds issued for “common” property and the entire amount of bonds issued 
for its “ exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds due 1952 
and the amounts outstanding at 3lst December, 1942, are:— 


Issued for “common”, property. .-t:. 0. < sig sre r er sea =e $39,973,019 39 
Issued for “ exclusive’? property ..¢...se+-sereceserertreess 252,535 36 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and intérest as it falls due. The Grand Trunk Western’s proportion is one-fifth in the 
absence of default of any of four other tenant companies. The bonds are First and Refunding 
Mortgage 44% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding at 31st 
December, 1942, is $19,776,000. 


O.N.R. Pension Plans: 

Reserves are not set up against pensions presently being paid or conditionally accruing 
under the 1935 contractual plan and prior non-contractual plans. Actual pension payments made 
at the expense of the Railway are charged currently to operating expenses. 


Pension contracts in force under the 1935 contractual plan number 4,905, the average annual 
pension is $489, the total annual pensions being $2,396,755 representing a capital sum of approxi- 
mately $20,000,000. The portion of this sum contributed by retired employees is carried in 
the accounts as a deferred liability against which funds have been separately invested. 


Mr. Jackman: May I ask a question based on the following paragraph 
on page 23: 

Reserves are not set up against pensions presently being paid or 
conditionally accruing under the 1935 contractual plan and prior non- 
contractual plans. Actual pension payments made at the expense of 
the railway are charged currently to operating expenses. 


The thought just occurred to me when I read that that just as the population 
of Canada now has a larger percentage in the older bracket because there was 
a period here when we were developing and brought in great crowds of 
immigrants so that for a while our average age level in this country was 
quite young and today it 1s getting much older; so 1 was just wondering 
with regard to the railways, whether you perhaps have the same thing to contend 
with. When you were growing you took in young men twenty and twenty-five 
years old who had a long useful life ahead of them. Now the railways have 
become settled and to-day you have a much larger proportion of older men than 
you had twenty-five years ago. Twenty-five years ago would be a fair time? 
Therefore, your pension bill must be getting heavier each year? 
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Mr. VaucHan: We have figured that our maximum would be reached 
some time in the future, years hence. 

Mr. Jackman: You have had’ actuaries work on the age limit of your 
employees and actually ascertain the ages? 

Mr. VauGHAN: Yes. 

Mr. Jackman: And as a result your experience is that you know within 
reasonable bounds what your pension bill will be, and I take it you expect 
it to be larger for some years? | 

Mr. VaucHan: It will be larger; As an indication of the way it has gone 
up, in 1941 the amount was $4,901,000; in 1942 it was $5,021,039, about 
$120,000 more in 1942 than in 1941. 

Mr. JaAckMAN: That is a payment charged to operating? 

Mr. VaucHAN: Yes; and it is gradually going up. For instance, in 1938 
it was $4,400,000; in 1939 it was $4,600,000. I have the figures on my desk; 
I do not recall what they were. 

Mr. Jackman: After a few years you expect the curve line out? 

Mr. VauacHan: Yes. I went into that not very long ago with a view to 
satisfying myself as to what amount we were going to have to pay for pensions 
in the next few years. 

The Cuatrman: Is there any discussion on page 25, “Companies Com- 
prising the Canadian National Railway system”? If not we will pass that. 

(Carried) | 

The CuarrMan: Let us go to page 26, the statement of railway equipment. 
Is there any discussion? 

Mr. NicHotson: With respect to coach cars, I see the additions were 
ninety-nine. Where did you get them? 

Mr. Vaueuan: I do not think we can expect to get any more passenger 
equipment. We have been told we will be unable to get any more passenger 
equipment during the war. 

Mr. Nicuoitson: Where did you get those ninety-nine? 

Mr. VaucHan: We were fortunate in being able to purchase a large 
number of second-hand steel cars from the Pullman company. ‘Those cars 
were purchased at a very low price and were remodelled to suit our purposes. 

(Carried) 


The CHatrMAN: Page 27, “Statistics of Rail-Line Operation, Transporta- 
tion Service’. Is there any discussion? 


(Carried) 

The CHAIRMAN: Page 28: “Statistics of Rail-Line Operation”. 

“Employees and their Compensation”. 

“Distribution of the Dollar”. 

(Carried) 

The CHaiRMAN: Page 29. Any discussion? “Operated Mileage”? 

Mr. Nicuotson: Have you a break-down showing which sections are 
the most profitable? 

Mr. VaucHan: The central region is, undoubtedly, the most profitable 
we have; the western region comes next. The central region serves a very 
highly industrialized territory. It is very difficult to apportion earnings and 
expenses between regions because they carry over from one region to the other, 
and a great deal of the traffic is continuous traffic. 

Mr. Nicuo.tson: Where are the most unprofitable lines? 
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Mr. Vauauan: As I said before, we have a number of unprofitable lines 
in the maritime provinces—the St. John valley line and the Gaspe line, for 
instance. In fact, in every province we have unprofitable lines. In the central 
region we have a large territory in northern Quebec and Northern Ontario upon 
which there is very little travel. In the west we have a number of lines that are 
not profitable; some of them are doing better now. Take the line from Redpath 
junction to Prince Rupert, 700 odd miles. Before the war we lost a very 
substantial sum of money in the operation of that line with just a skeleton 
service. It is doing better now. There are substantial quantities of material 
moving on that line via Prince Rupert to Alaska, but when that traffic disappears 
that will not be a profitable line. Our colonization departments, before the war, 
were putting in some very good settlers in that country, Dutch settlers and Swiss 
settlers, and they have done very well. 

The CHarrMan: Page 29. Shall that carry? 

(Carried) 

The CuatrMAN: Will somebody move the adoption of the report? 

Mr. Donnetuy: I move the adoption of the report. 

Mr. McCuuuocu: I second the motion. 

Mr. Jackman: Before you pass that, have you both a research and develop- 
ment department and also an investigation department similar in function? 

Mr. VauaHan: No, these are entirely different departments. Our research 
and development department is a department that such as the name signifies ; 
our investigation department is our police department, you might say. 

Mr. Jackman: The research department endeavours to locate factories 
does it? 

Mr. Vaucuan: Yes, that is a branch. The industrial department is a branch 
of the research and development department. 

Mr. Jackman: Do you issue a publication from that department? Your 
competitor used to. I do not know whether they do it now. There used to be a 
pamphlet or magazine of about ten or fifteen pages issued from time to time, but 
I am thinking of about twenty years back. I do not recall whether they do it 
now or not. Do you issue anything like that to industrialists? 

Mr. Vauauan: No, sir, we do not. We do not issue anything of that kind 
at all. I do not think either company is giving any more information to the 
other company than it has to these days. 

The Cuamman: If it meets with the approval of the committee we will 
proceed with the Canadian National Railways budget for the year 1943 and I 
will ask Mr. Vaughan to read it. 

Mr. VaucHan: Operating budget, cash surplus: 1942 budget, $5,000,000; 
1942 actual, $25,063,268; 1943 budget, $25,000,000. 

Mr. JAcKMAN: That is because you cannot spend the money; you cannot 
get the stuff? ; 

a VauGHAN: That is the principal reason why the money has. not been 
spent. 


MERE 


RAILWAYS AND SHIPPING 229 


CANADIAN NATIONAL RAILWAYS 


SUMMARY OF FINANCIAL REQUIREMENTS 
for the year 1942 compared with amounts budgeted, also proposed Budget for the year 1943 


as: 1942 1942 1943 
Budget Actual Budget 
Operating Budget— 
Te ROO UE DIN se age Ge pis eaters ML re a Sedo = 8s $5,000,000} 25,063,268} 25,000,000 
Capital Budget— 
Additions and Betterments..........5. 6086, eee eee: 17,362,000} 7,031,193} 12,200,000 
Acquisition of Securities... ......-.-6 5:6... seen eee: 3,403,000} 3,258,546} 1,294,300 
Retirement of Maturing Capital Obligations, including 
Sinking Fund and Equipment Principal Payments 9,795,000} 9,490,775} 9,552,000 
Less—available from Reserves for Depreciation and 
Debt Discount Amortization...........---..-+5: 8,200,000} 14,025,600 17,000, 000 
$22,360,000| 5,754,914) 6,046,300 
New Equipment—Hire-purchase agreement with 
Dominion Government..........-- 47,418,000} 9,313,233 43,916,394 
¢f es —Grand Trunk Western 1941 
FQ UIPMONELIUSH, © Le ea teay ebay im abs atin ee BTOAL ESO cea i Aer oe 
Total Capital Budget. o.oo sn ai a hee ies Po te be a $69,778,000} 19,832,786 49 962,694 
Statutory Authorization— 

Trans-Canada Air Lines Capital Stock..........-.---|.----+-- $ 1,250,000 850, 000 400, 000 
pina EIST SEES Se I ev cal ce a a AO aon 
CANADIAN NATIONAL RAILWAYS 
CoMPARATIVE STATEMENT OF Nut INcoME RESULTS FOR Years 1942-1943 
Cen ee eee aa TT 

— 1942 1942 1943 
Budget Actual Budget 


Net Income Results— 
Operating Revenues, excluding 20% Contribution, 
AT WReTR oA bee hl. fra ots hunieloee sewer yeaa ea ore eet 
Contribution from Government under Maritime Freight 
rated Ack (20%) sc Nek cates wk gh tated eahneai a a eee eS 
Government Share of Operating Account, PoE Car 
Ferry and ‘Terminals,.......2: 0.6. +-5 ers sheets 


$348, 090,000| $371,028, 587} $395,025, 000 
3,510,000 4,034,861 4,500, 000 
400, 000 591,095 475,000 
$352, 000,000) $375, 654,543| $400, 000, 000 
281,000,000! 288,998,675} 311,500,000 
$71,000,000] $86,655,868} $88,500,000 
79-83% 76-93% 77-88% 
14,108,000] $12,610,407} $12,932,000 


$56,892,000] $74,045,461; $75,568, 000 


———$—$—— 


Total Railway Operating Revenues......---.-++++-+5:: 
Railway Operating Expenses..........---.:+-+seeteee 


Net Revenue from Railway Operation...........-- yt, 


Operating Ratio.......0..2- 20... e eee teed 


Other Income and Profit and Loss Accounts. ....; AeA OU 


Net Available for Interest... .......-. 50-00 e eee ees 


Interest Charges— 
Interest due Public on Long Term Debt........-.-. 
Interest on Dominion Government Loans for Capital 

and Refunding .s etek ww bend eagat eae eee 


$43,855,000} $34,949,558} $31, 268, 000 
8,037,000 14, 032, 635 19,300, 000 
$51,892,000] $48,982,193) $50, 568, 000 


——$ $$ 


$5,000,000! $25,063,268} $25,000, 000 


Total Interest Charges........-----+-+++++5 


Cash Surplus. 2 ss Wages seer eae Crue? 


Nore: The 1943 Budget includes $1,674,500 for Contribution to Deficit of 1.C.R. & P.E.I. Provident Fund 
and $100,000 for Contribution to Grand Trunk Railway of Canada Superannuation and Provident 


Fund Association. 
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CANADIAN NATIONAL RAILWAYS 


CoMPARATIVE STATEMENT OF CAPITAL EXPENDITURES 
YEARS 1942-1943 


— 1942 1942 1943 
Budget Actual Budget 
PASI el NAR OMA UN.) MINN alt Ce al! nd Ui ES IN all , 
Additions and Betterments— 
Atlantic: Region tiites. eee ste eh oie aoa $1,605, 887 $1,048, 228 $1, 369, 263 
Central Region (2 otis 2 Serr nein gees cla Maecenas et 4,716,179 173, 388 5, 050, 567 
Western Regions!) h8.0./ Sos eae em calm aarearaigetetnarelt ae: 2,509, 062 1, 262,758 2,548, 526 
Grand Trunk Western Railroad Company.............. 812,924/Cr. 553, 404 363,279 
Central Vermont, Railway. ine! 2 Reieackede were en: set 110, 867/Cr. 8,050 124,909 
Botelssi sere See ee EAN a eae eT Re SR leh ee rawr cree reals 83,652] Cr. G3 94s lei eae eee 
Montreal Terminal Construction...................0.5-. 1,900, 000 1,823,248 363, 568 
P.E.I Car Ferry and Terminals:.22 fire. 3 act: eee 160, 500 110, 174 35, 700 
Subsidiary: Companies) ise) | ote ete eabley eye one 75,410ICr. 1,312,175 146,814 
General, including Additions and Betterments to equip- 
ment) aleakss LOMA MD ates HA MAS Regt nue frida” hats TaN mL a A 4,235,519 946,270 2,715,268 
$16, 210, 000 $3,426,492) $12,717,894 
Equipment Purchases: 0 330019 sce oe ae ae ae ae 3,208,000 4,584,441 425,968 


Equipment: Retirements). 61:25. Geisayit nek ae ee ice Cr. 2,056,000/Cr.  979,740/Cr. 943,862 


Total Additions and Betterments less Retirements. . $7,031,193} $12,200,000 
Acquisition of Securit’es— 
Toronto Terminals Railway— 
Joint with Canadian Pacific Railway Co. general 
Bae: and Betterments—C.N.R. proportion 
BOG ose ete UR ain cee eames eta 


$ 100, 000 $ 100, 000 


Northern Alberta Railways— 
Joint with Canadian Pacific Railway Co. general 
Additions and Betterments—C.N.R. proportion 


eS Bo Wiad hehe tose telelvace te Mc babs, e Yorne Hevatle PeWlel colioue! etasatyerne: Vertes Wag a seer ems! 


1,050,000 


Chicago and Western Indiana Railroad— 
Advances under agreement of March 1/36........... 


Detroit & Toledo Shore Line Railroad— 
Reduction in ledger value of Capital Stock, by appli- 
cation of amounts of special dividends received .|Cr. 250,000) Cr. 120,000 


©] ouse| 9) 9 obey epioe) euro) & 


Atlantic and St. Lawrence Railroad— 


Purchase of CapitalsStoek gigs. fait. seake ate ealepon tee tena eae aaa fora es 24, 004 


$3, 258, 564 


viele sijesfeylar is) Selene! ene 


$3, 403, 000 $1, 294, 300 
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CANADIAN NATIONAL RAILWAYS 


COMPARATIVE STATEMENT OF MATURING OBLIGATIONS, SINKING FUND AND 
EQUIPMENT PRINCIPAL PAYMENTS—YEARS 1942-1943 


iter 1942 1942 1943 
Budget Actual Budget 
: ; $ $ $ 
Retirement of Maturing Capital Obligations— 
7% Wellington, Grey & Bruce Rly. Bonds.................... 13,627 BESAOt a eae Veena te 
Indebtedness to State of Michigan re Wider Woodward Avenue, 
WD OCTOUL Sega teenie a Rea Ne St ied ie Decne Mh ead Io 430, 000 429,414 430, 000 ° 


443,627 435, 254 430, 000 


Sinking Fund Payments— 
2% Canadian National Rys. Guar. Deb. Stock (1927)......... 1,008,210 712,100 397,792 
4% St. John & Quebec Rly. Ist Mtge. Deb. Stock............ 27,280 27,280 6,735 


1,035, 490 739,380 404,527 


Equipment Principal Payments— 


1% Can. National Rly. Equip. Trust Series “J’’............. 1,000,000}, 15,000; 000/F acces e? 
5 % Can. National Rly. Equip. Trust Series “‘K’’............ 1,200,000 1,200,000) 1,200,000 
41% Can. National Rly. Equip. Trust Series “‘L”’............. 1,050,000} 1,050,000 1,050,000 
21% Can. National Rly. Equip. Trust Series ‘‘O”’............. 1,430,000} 1,430,000) 1,430,000 
22% Can. National Rly. Equip. Trust Series ‘‘P’’............. 500, 000 500, 000 500, 000 
23% Can. National Rly. Equip. Trust Series ‘‘Q’’............. 650, 000 650, 000 650, 000 
3 % Purchase of Rly. Equip. 1936 (Dom. Gov’t)............. 517,173 517,173 517,173 
31% Purchase of Rly. Equip. 1940 (Dom. Gov’t)............. 991,968 991,968 991,968 
$39, Purchase of Riye Equip. 194) (Domi Gov't) ooh el eb Des Pine Hen te 1,401, 141 
5 % Cent. Vermont Rly. Inc., Equip. Trust 1929............. 124,000 124, 000 124,000 
5 % Grand Trunk Western RR. Equip. Trust 1929............ 283,000 283,000 283,000 
24% Grand Trunk Western RR. Equip. Trust 1941............ 570, 000 570, 000 570, 000 


8,316,141] 8,316,141) 8,717,282 
9,795,000} 9,490,775) 9,552,000 


a seee he Ce ea ean eel ee ee ee ee ee 


Nore: No provision has been made in the 1943 Budget for semi-annual Sinking Fund payments of $250,000 
each July 1, 1943 and January 1, 1944 for Canadian Northern Railway Company 63% Sinking Fund 
Bonds, as these amounts, in the judgment of the Management, will not be required. 
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CANADIAN NATIONAL RAILWAYS 
New EQuipMENT UNDER DoMINION GOVERNMENT Hire-PURCHASE AGREEMENTS 


NN ——————____—__—________ ITI 
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oe 1942 1942 1943 
Budget Actual Budget 
$ $ $ 
1941 Programme—Order in Council P.C. 3433 May 14, 1941.. 22, 250, 000 9,313, 233 11, 703, 894 
1942 Programme—Order in Council P.C. 2849 April 10, 1942.. 25, 168, 000 - - 
Proposed 1943 Programme—(which includes the 1942 Pro- r 
TATE ) Fa pst cals amines a atthe, bowen Ue Boge Moat ea - - 32, 212, 500 
Total Equipment earebnrce under Hire-Purchase 
A orGemments. staal. © Messin gad dante mamarese) Sieteryi 47,418,000 9,313, 233 43,916, 394 
ROOEAING RL lal ME Ai See UR se nh) ce A LP Ta RR GS 
Derarts or ABOVE FOR 1942 AND 1943 
Units 
1942 1943 
1941 Programme— 
Northern Type Locomotives. iio... Sy ea wees 6 30 5 
Box Gars-40 Ponte os ye ie ee cise Ee iar pine 1,950 
Box Baggage-—40 Ton ey es a eae 50 
Gdndola- FOF TRON eee a nel a RE een ee thea eae as tae tia ei 463 237 
Plat Cars---50 Loy 2 ee re OD Cat in ie a ae ea ereniney 300 
Hopper. Cara—-70 ‘Com oy uo i a atin Lidia fe adie alert 250 
Ese 4 Ca INR ee a Va GOR TU eM PANES» lupe nr: Meva oat asic 25 
Baggage—Express Care... 05. ese ee tains Whee eee re 15 
' 1,083 2,242 9, 313, 233 11, 703, 894 
1943 Programme—Proposed— 
Northern Type Locomotives. 08: iae i Use oe Pa oele 30 
Freight. Refrigerator Cars.5 cps ss cath os xin lege gia aaa 300 
70-Ton’Triple Hopper bottom, Gars..).. 0 dated eue cree neta 750 
5OLP On PIB Care eB i a OE eG ace ls aca el 200 
402T On Box Cars (200 at LOR eG eae Dean nal acre aie sa Ue 4,000 
5, 280 32, 212, 500 
Fama Po Gere nL Ma AOSHI IN RL AN eA POPU NS elec OMAN rata LEWD AM SS Oo Shs SOE SLATS oe Oo eh 
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 
CoMPARATIVE STATEMENT OF Net INcoME RESULTS 
YEARS 1942-1943 
ee ————— aaa 
—— 1942 1942 1943 
Budget Actual Budget 
} $ $ $ 
Estimated Net Income from Operation— 
Operating’ Revenues) iii sea.) ae ein einen iety Mtoranazale mee etha 7,515,000} 5,407,976}. 3,317,000 
Subsidies to be received from the West Indies Colonies in con- 
formity with Trade Agreement entered into with the 
Government of the Dominion of Canada...............4.. 150,000) = 192, 520 100, 000 
Tatal Reéventes 227 ie oe Soe Oa MI Te eee eae 7,665,000} 5,600 496} 3,417,000 
Operating Pixpensesy i 60 A De ee ae ee ei aaa oie eee 6,385,000} 4,220,219} 2,320,000 
Net Onerating Income jo. inna tee etal de eto ea 1,280,000} 1,380,277 1, 097, 000 
Interest Requirements on 5%—25-Year Bonds issued in 1930; 

Principal Amount $9,400;000 2s... ui 2i ty sin nets erctstabiciote'. Se aha aia 470,000 470,000 470, 000 
Exchange Premium on Bond Interest...............6+-+eee ee 52,000 51, 700 52, 000 
Amortization o£ orscount ont Bonds i ews so eueie meas rent atl le haga eie tal oun tas Thr OOS 1s kept eine 
Net Income available towards payment of Interest on Advances 

by Government of Canadacvyiived.. enlpaakere eatie cb gore 780, 000 781,215 575, 000 
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Mr. JacKMAN: There is just one item there in the middle of the first page, 
the amount available from reserves for depreciation of reserve and debt discount 
amortization. You expect to have available from that source $17,000,000 in cash 
from your operating revenue to finance your capital requirements. T hat is quite 
a jump up from last year. It is a jump up of $3,000,000. You base that on 
increased business? 

Mr. VauGHAN: Yes. 

Mr. JAcKMAN: Is it not strange you should expect to get $3,000,000 
additional depreciation from increased business and still not have a higher cash 
surplus for the year than you had last year? 

Mr. Cooper: There are two reasons. One is additional business. We expect 
to set aside more for depreciation. We are budgeting in 1943 for gross revenues 
of $400,000,000 as compared with $375,000,000 in 1942. Therefore we expect to 
set aside additional depreciation in 1943. 

Mr. Jackman: You do not expect to make anything out of the $25,000,000 
to carry to net? You are not budgeting for it in the cash surplus, are you, or is 
the cash surplus budget not to be taken seriously ? 

Mr. Cooper: I would put it this way. Last year we made $25,000,000. What 
we may make in 1943 is very much of a guess. 

Mr. DonneELLY: $125,000,000. 

Mr. Coorrr: I think we are trying to be conservative. We thought we could 
bring down a budget for approximately the same amount, $25,000,000, but it may 
be more. You notice in 1942 we estimated it would be $5,000,000 and we made 
$25,000,000. This year we estimate it will be $25,000,000 and we may make 
more. 

Mr. Jackman: It would be impossible to stay in some businesses if you 
se not guess more shrewdly than that. 1 do not think you are trying very 

ard. 

Mr. Coorer: If you can tell me what the gross or net revenues of the 
Canadian National Railways will be in 1948 I think you should take my position. 

Mr. VaucHan: We try to be on the conservative side. 

Mr. Jackman: I think you are, Mr. Chairman. 

Mr. Vaucuan: Our expenses are increasing as you have noticed through the 
cost-of-living bonus and cost of materials, and it is very difficult to estimate 
what our increased expenses will be, but if we get the $400,000,000 revenue we 
have budgeted for we believe we can produce $25,000,000 net revenue. If we get 
more than $400,000,000 I think we will do better than $25,000,000 net. 

Mr. Gray: I do not like that word “conservative”. 

The CuairMan: Net income results. 

Mr. Vaucuan: The following statements are merely in support of the first 
statement. If you wish to go through them we will be glad to do it. 

Mr. Jackman: What are we asking parliament for? What are we going to 
recommend to parliament on the basis of this first statement? 

Mr. Vaucuan: We are really asking parliament for $6,046,300. 

Mr. JACKMAN: To look after all the capital requirements for the year. 

Mr. Vaucuan: It will be handled by two different methods. The $6,000,000 
will be handled under the C. N. R. financing bill and the $43 000,000 will be 
handled under the War Measures Act. 

The CHAIRMAN: Next page, additions and betterments. 

Mr. JACKMAN: This is the most important part of our whole report. I think 
we must spend a minute on it. You are asking parliament for $6,000,000 to look 
after you own capital requirements? 
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Mr. VAUGHAN: Yes. | 

Mr. Jackman: And in doing that you will retire $1,294,000 in securities 
through acquisition and also retire maturing capital obligations and make sinking 
fund payments of $9,500,000. You are reducing your debt by close to $11,000,000 
there; is that right? The two items are $1,294,000 and $9,552,000. 

Mr. Cooper: $9,552,000 is a refunding operation pure and simple.. We retire 
that amount of. debt held by the public and we increase the amount due to the 
government. 

Mr. Jackman: There is no net retirement necessarily. 

Mr. Coorrr: No change in the debt. 

Mr. Jackman: Then you are asking for $6,000,000 additional to put into 
the system? 

Mr. Coorrr: New capital, yes. 

The Cuarrman: Are you through with this page? | 

Mr. Jackman: While these figures have been read to us I really think, Mr. 
President, that you should tell us exactly what happened. The company is 
going to require for its capital budget these items under $12,000,000, $1,000,000, 
$9 000,000, $17,000,000. ‘That is going to be spent; is that right? 

Mr. Coorrr: Not quite. 

Mr. JackMan: Not the $17,000,000. : 

Mr. Cooper: We are going to spend $12,200,000 and $1,200,000. We shall 
have available $17,000,00 (which we shall charge to operating expenses) making 
a net decrease in the capital debt for the year of $3,000,000. We are also going 
to exchange debts to the amount of $9,500,000 making our cash requirements for 
the year $6,000,000. . 

Mr. Jackman: After absorbing $25,000,000 cash surplus? 

Mr. Coover: No, independently of that. In 1948 on the basis of the 
budget, and for the minute not speaking of new equipment, there would be a 
reduction in our capital debt of something like $28,000,000. If I may, I would 
like to amplify this matter a little because I have always felt there was a 
certain amount of confusion in the minds of the members of the committee 
with respect to. the increase in the capital debt of the Canadian National 
Railways. You see in our capital budget year after year substantial sums of 
money for capital purposes. You see on page 8 that we spent $21,000,000 on 
capital expenditure account. You see we retired $32,000,000 of maturing 
obligations, that we retired equipment trust obligations to the extent of 
$9,490,000, and that we repatriated securities having a par value of $289,- 
000,000. That sort of thing goes on year after year. I suspect there may be 
some misunderstanding in the minds of the committee as to the aggregate 
increase in the capital debt of the Canadian National Railways System so 
I took out the figures for a ten year period, and I think it will surprise members 
of the committee to know that the increase in the capital debt of the Canadian 
National Railways over a ten year period amounts to $24,000,000. That 
is to say, that our capital debt over that period has increased at a rate of 
less than $2,500,000 a year, and because of the opportunity to retire debt at 
lower rates of interest we have been able to reduce our fixed charges. In 
this ten year period not only have we paid interest on the additional capital 
of $24,000,000, but having done that we have reduced our fixed charges to 
the extent of $8,000,000 a year. So taking the picture over a ten-year period 
and summarizing capital expenditure, debt redemption, amounts available from 
surplus and reserves and all those things, we find an increase in debt of 
$24,000,000, which averages, as I said, less than $2,500,000 a year; and over 
all we have saved or reduced our fixed charges by $8,000,000 a year. We 


{ 
é 
f 
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made issues to the public of $325,000,000. We borrowed $479,000,000 from 
the dominion. We paid off securities held by the public to the extent of 
$780,000,000. But the net change at the end of the period is $24,000,000. 
In the ten-year period we spent %114,000,000 for capital. 

Mr. Jackman: Yes. That sounds very fine. But I still do not under- 
stand this budget and I do not think the members of the committee do. First 
of all, you want to spend how much money next year? Give the items. I 
will mark the ones you want to spend with blue pencil and I will mark the 
others with red pencil. 

Mr. Cooper: Apart from new equipment we have a capital budget of 
$6,000,000, and there will be a bill presented to the House authorizing the 
Canadian National to spend that much. If we reach our objective, we shall 
have $25,000,000 available from operations, and we shall take that and apply 
it in reduction of our capital debts. We do not mix them up. We try to 


‘keep the operating side separate from the capital side. In any event, it is 


necessary to get authority to spend the $12,200,000 and to spend the $1,294,000. 

Mr. Jackman: This cash surplus cannot be used as if it were a revolving 
fund. You have to turn it over to the government at the end of the year. For 
any new capital you need, you have got to draw on the government for that. 
That is why it differs from a commercial set-up. 

Mr. Cooper: Yes. That is the reason. 

Mr. JacKMAN: Let me see if I can get this. If you cannot give it to me, 
I will try to give it to you, and you can correct me if I am wrong. On addi- 
tions and betterments, you want to spend $12,200,000? 


Mr. Cooprer: Yes. 

Mr. Jackman: And you want to acquire securities worth $1,294,300? 

Mr. Cooprr: Correct. 

Mr. JacKMAN: You have an item, retiring of maturing capital obligations; 
you want to retire some more capital obligations and to keep up your sinking 
fund payments? 


Mr. Coorer: That is right. 


Mr. Jackman: That is $9,552,000. Those are the out-go items. Are 
there any more expenditures that you want to make, before we see where we are 
getting the money from? 


Mr. Coorrr: No, except with respect to this new equipment which we 
will deal with later. 


Mr. Jackman: All right. Those are the three items. IT can take this to 
be the situation. You want to spend $13,000,000 and $9,000,000 or about 
$23,000,000. 

Mr. Cooper: We want to spend $23,046,000. 

Mr. Jackman: And you are going to get $17,000,000 from operating 


revenue to apply against depreciation, and that money you are going to use 


to help pay off the $23,000,000, which leaves you a net of $6,000,000 which 
you have to get from some place else? 


Mr. Cooper: Yes. 


Mr. JackMAN: Where are you going to get that? Are you going to get 
it from the government in the bill? 


Mr. Cooprr: Yes. 
Mr. JackMAN: What bill do you call it? 
Mr. Cooper: The Canadian National financing bill of 1943-44. 


Mr. JACKMAN: The other items, the new equipment, hire-purchase agree- 
ment with dominion government, $43,916,000 will be a separate act, will it? 
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Mr. Cooper: I understand that the authority -to build this equipment 
is under the War Appropriation Act. 

Mr. VaucHan: That is really a carry-over from previous years. As you 
will see, we only spent &9 000,000 last year and we only now or just recently 
got delivery of some equipment we ordered in 1941. 

Mr. Jackman: Yes. It expired and you did not use it, and you have to 
apply for it again? 

Mr. VauGHAN: Yes. 

Mr. Jackman: The only other item on that budget is $25,000,000 cash 
‘surplus which automatically, if you realize it at the end of 1943, is just turned 
over to the government. 

Mr. VauGHAN: Yes. 

Mr. Jackman: And that then goes to reduce the proprietor’s equity. 

Mr. Coorer: No. It goes to increase the proprietor’s equity. 

Mr. Jackman: I mean to reduce the proprietor’s deficit. It 1s an increased 
proprietor’s equity. The name of the account 1s proprietor’s equity. It 1s 
increased by $25,000,000 if you make that and turn it over. | 

Mr. Coover: If we make $25,000,000, the Dominion’s equity in the 
Canadian National railways will be increased by $25,000,000. 

Mr. JAcKMAN: Yes. It is not applied against any deficit account. You have 
not got any deficit account to apply it against. Are there any other items that 
come in? There is $400,000, statutory authorization on the T.C.A. capital stock. 
Mr. VauGHAN: Yes. 

Mr. JackMAN: Where does that money come from? 

Mr. VavGHan: It comes from the dominion. 

Mr. Jackman: Do we have to pass another act for that? 
Mr. VauGHAN: No. 

Mr. JacKMAN: It is under the statute now? 


Mr. VaucuHan: The Trans-Canada Act authorizes $5,000,000 and it is 


part of the balance of that authorization. 


Mr. Jackman: How do they give it to you? T.C.A. ask you to take up 
another $400,000 of stock and you then notify what—the treasury department 
or whom? ~ 


Mr. Coorer: We make a requisition on the government—T.C.A. makes a 
call on the shareholders, the shareholders being Canadian National railways. 
The Canadian National Railway Company makes a requisition on the Depart- 
ment of Finance and they advance the money to us under the authority of 
the Trans-Canada Act. 


Mr. Jackman: So that we have this year in our budget estimates $400,000 
for ‘Gx 


Mr. Cooper: I could not tell you— 
Mr. Jackman: It has got to come from some place. 
Mr. Cooper: —how the government estimates are made up. 


% 


Mr. JackmaN: All right. Thank you very much. 


The CHairMAN: I do not think we need to delay very long with these 
others. Page 2 is a comparative statement of the net income results for 1942-43. 


Mr. Gray: Mr. Chairman, dealing with that budget or report, I think it 
might be in order to ask what has been done about the report of the com- 
mittee of the year before last in which your committee recommends that steps 
be taken to assure a division of the government-controlled business more in 


accord with the relative responsibility of the two roads; that is, between the 
C.P.R. and the C.N.R. 


a ee 
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Mr. VaucHan: We followed that up vigorously after the recommendation 
of your committee last year, and we have been successful in persuading the 
Department of National Defence and the other departments concerned, where 
that order was applicable, to withdraw the order and it has been withdrawn. 

Mr. Emmerson: What effect is it having? 


Mr. VaucHan: It is difficult to say. Our business is increasing all the 
time and the C.P.R. business is also increasing. But we believe that it is 
working to our advantage. We have got to go out on our own and get business 
on our merits, and we are able to do it. We could not do it before as freely 
because these departments had instructions in effect that the business was to be 
divided fifty-fifty, but those instructions have been lifted and they are no 
longer in effect. 

Mr. SHaw: It is on a straight competitive basis now? 

Mr. VAuGHAN: Yes; it is on a straight competitive basis. I think I have 
that circular which was issued here. This, for instance, is the circular issued 
by the Department of National Defence:— 


1. With reference to the instructions contained in Q.M.G. Circular Letter 
H.Q.C. 3376 dated 24th June, 1933, which directed that the transporta- 
tion of personnel and freight in Canada would be divided equally, as far 
as possible, between the Canadian National and the Canadian Pacific 
Railways. 

2. It is understood that these instructions have not been regarded as 
applicable under war conditions, and that in practice business is allotted 
on the basis of what is considered to be in the best interests of the Service 
having regard to economy, quality of service and convenience. These 
principles will continue to govern. 


3. In view of the foregoing, the above mentioned Q.M.G. Circular Letter is 
hereby cancelled. | 

Mr. Gray: Are you satisfied with the terms of the order? 

Mr. JACKMAN: They said so last year. 


Mr. VaucHaNn: Yes. I do not think we have anything to complain of at the 
present time. 


Mr. Donne.iy: Everybody is happy. 

Mr. VaucHan: I believe the various departments are treating us fairly now 
in the division of the business. 

Mr. Hanson (Skeena): Is there a similar order from all the departments? 

Mr. VAUGHAN: Yes. 

Mr. Nicuoutson: From the naval affairs department? 


Mr. VaucHan: Mr. Macdonald of the navy and Major Power of the air force 
have issued similar orders. 

Mr. NicHouson: How about public works? 

Mr. Hanson (Skeena): What about munitions and supply? 

Mr. VaucHan: The Department of Munitions and Supply are giving us a 
fair share of the business, of which they control the routing. But a large amount 
of the business placed by munitions and supply is purchased at a delivered price, 
and the shipper controls the routing. It is up to us to go to the shipper to see 
that we get our share of the business, and I believe we are getting it. 

Mr. NicHoutson: Mr. Chairman, as I recall it last year, navy personnel 
travelling from Halifax to Vancouver, for example, travelled C.N. from Halifax 
to Montreal and C.P. from Montreal to Vancouver. 

Mr. VAUGHAN: Yes. 


Mr. NicHouson: Are you getting the business right through now? 
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Mr. Vaucuan: Those matters have been straightened out with the depart- 


ment, and we believe that we are getting now our share of the business from the 
three services. 

Mr. McCutuocu: Carried. 

Mr. Emmerson: It was a matter of the convenience of the passenger. The 


routing of the soldier being moved was done in that way as a matter of - 


convenience. 

Mr. VAuGHAN: The larger passenger movements, of course, are controlled by 
the Quartermaster-General at Ottawa. All of these special troop trains move 
under his direction. And we are getting almost every week some special trains. 
We have no reason to complain at the present time about the division of the 
business. And we are grateful to the members of the committee for the action 
they took last year. 

The CHARMAN: Shall we proceed? 

Mr. JAcKMAN: Is this Canadian (West Indies) Steamships Limited? 

Mr. VaucHAN: We have a report submitted in connection with that. 

The Cxamrman: I have four items here in connection with the railways from 
the estimates of the house. Shall we proceed to a consideration of them? 

Mr. JACKMAN: You are going into this budget item in connection with the 
Canadian National (West Indies) Steamships, are you not, Mr. Chairman? 

The CHAIRMAN: That is up to the committee. 

Mr. VAuGHAN: We have it here. I do not think it will take very long to go 
through it. 

Mr. JAcKMAN: I am speaking for the vote for the Canadian National (West 
Indies) Steamships Lines, not the Canadian National Railways. | 

Mr. VAaucHAN: There is no vote for the Canadian National Steamships Lines, 
because they have a surplus. 

The CuairMAN: We will now proceed to a consideration of the items in the 
estimates. They will be found at page 46. 

Mr. Hanson (Skeena): These are the items that we have been passing 
continually year after year. I do not think there need be any discussion about 
them. They are practically statutory. , 

The CHAIRMAN: Yes, these are the statutory items. 

Mr. Hanson (Skeena): I move their adoption. 

The CHAIRMAN: On item 385: item 385 agreed to. 

On Item 386: item 386 agreed to. 


The CHairMAN: I now call on item 405, that also is statutory: item 405 


agreed to. 

Item 406: item 406 agreed to. 

Mr. Gray: What about item 384; is there any discussion on that at this 
stage? 

The CHarrMAN: That has not been referred to us and we do not have 
anything to do with it. 


Next we have is the Annual Report of the Canadian National (West Indies) | 


Steamships, Limited. 

Mr. Gray: Carried. 

The CHarirMAN: Not quite so fast. 

Mr. VaucHan: We have not put in any narrative in connection with the 
Canadian National (West Indies) Steamships because of the basis on which our 
ships now operate. Our vessels trade on routes specified by the shipping board 
and their movements are under the direction of the navy. But we have given 
you the official figures in this report. 
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The Cuairman: We will ask Mr. Vaughan to read his report. 
Tue Honovurase J. E. Micuaup, K.C., M_P., 
Minister of Transport, 
Ottawa. 
Sir, 


On behalf of the Directors, I beg to submit the Annual Report of Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1942. 
The comparative operating results are as follows:— 


1942 1941 Decrease 
Operating Revenues. on) oe. dent, $5,600,496 25 $6,756,463 57 $1,155,967 32 17-11% 
Operating Expenses~.... 0.05 0.i ec ees 4,220,219 37 5,029,106 60 808,887 23 16°08% 
Operating erolitaras sacs tanks eae ee $1,380,276 88 $1,727,356 97 $ 347,080 09 


Details of the operating revenues and operating expenses are given in the 
accounting statements accompanying this report. 


The cash surplus for the year, 7.e., the amount by which operating revenues 
exceeded operating expenses and funded debt charges, was $781,214.88, which will 
be paid to the Government as interest on advances (current and arrears). The 
corresponding figure in 1941 was $1,205,656.97. 


The operations of the Company were again affected in marked degree by 
wartime conditions. The Directors record their warm appreciation of the loyal 
and efficient services of the Company’s officers and employees during these very 
difficult times. 


For the Directors, 


A. C. VAUGHAN, 
President. 
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The Cuamrman: I am asked to inform the committee that there is strict 

censorship with respect to ship movements and matters relating thereto and any 

discussion relating to that particular matter will not appear in our records. 


Now for page 6: page 6 carried. 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AT 3lst DECEMBER, 1942 


Balance atrolet; December, 194) Deficit... ie ey a $10,090,783 04 
purus abvepers Tneome’ Account. years 1942 1o ae au Men ty Mule na 1h bia ae 73,879 93 

$ 9,816,903 11 
Adjustment of Bond Discount Amortized in prior years—Credit................ 36,617 57 
Balance ay dist) Deceniber, '1942-—-Deficit ware noe ie tea ern Oe $ 9,780,285 54 


CONSOLIDATED INCOME ACCOUNT 


Operating Revenue— 1942 1941 
SE URE B R E iom Bis we a SU Shea a ly ape tbat na a a $4,561,640 65 $5,358,734:12 
I RBR EDO T Nia ce Nelg t UME Me CUNO ie MUN erase kaa ah) Re 9,799 47 937,156 16 
Baggage, Express and Miscellaneous............seecccecee...., 136,086 63 169,280 00 
STERILE B Is Mises irate UMN, UA Lach CRAY Cecelia IN WEN Hirt Coa Ria 192,520 40 201,564 96 
NEE Ge Cais kA Sods WR eee) a URC GC MO esi (Oa. IR re See gs 410,449 10 89,728 33 

AL OUS Leia savor sahu, wien tc eran MUL KCRE oe ee tin Ct ke MGR $5,600,496 25 $6,756,463 57 
Operating Expenses— 
CiOpeCRIV OV Area TT Si else iy naka mmm Pe 2h lame wikis Sota ame ly o $4,075,597 83 $4,891,699 67 
Management andi Omce, Salarionys (oh Met on ey es hen ie 103,654 17 101,093 93 
PERU iCs LEXGa mem Ole CAA waar meqmnma led Je aN ald Ne ol 18,860 78 9,466 80 
UmicetSgnplres ‘amd Hxpensesy ein yl hmm Be OL cats ON 22,248 22 26,460 99 
CONG CMM. A. hile SE Bae ine bh Pea ob al a Rea ON REE ky 2,509 86 3,807 57 
MEteCestmrand . Wee bamoeh ios ain waieehe nnn ean He CW belo Nia 2,651 49 3,422 36 
PE Oua iret oie at tae tals ah Pu Me oe Catia, Ghe GN MN ite ata! $4,220,219 37 $5,029,106 60 
ORO OUIG OFLU aM ai ese (DMN eee ran EO a ati A cb ain Bh 75°85% 74°43% 
SO ere on BOUL ied i ecto Me Ri cab IA Gar Gal Sat a: an oie $1,380,276 88 $1,727,356 97 
Interest on Bonds held by Public.............. PE TS ete adele eH FIO 70,000 00 470,000 00 
POMPE Ores: TS Hie UN ee A ni ge MOY NE POE 51,700 00 51,700 00 
mirortization @i7Diseount on, Bonds... ie eel ot ook eae 77,362 00 _ 
$ 781,214 88 $1,205,656 97 
Other Charges— 
Interest Pies GO yer inmen Gy shame Me! Yen i MNO HNN Vail (3) $ 346,701 38 $ 346,701 38 
Wepreria tine. an Meseala se ie aoe yi ehh, ee eat Ye 160,633 57 262,645 32 
PO ULea Omer OIE COUnG Wu dwn! umn Lk hho NAN -— 3,094 44 
rego H gf OHS Fe Peano NS APO MAA a ORR TRG 2 Ona AW A DULG aE $ 273,879 93 $ 593,215 83 
Mr. Cooper: Mr. May tells me we paid $10,000 to the province of Quebec in 


settlement of an old claim which they had against us. 

Mr. JAckmaNn: Then, the item of amortization of discount on bonds—it was 
$77,000, as against nothing in previous years. 

Mr. Coormr: We are taking advantage, Mr. Jackman, of the surplus for the 
year to draw down that amount of money. We had been treating amortization 
charges on debt discount as if it were a non-cash requirement. We realize in 
1955 when the bonds come due the amount of discount should have been provided 
in the interval out of operating revenue; we have not been treating it as a cash 
charge up to this date. 

Mr. JAckMAN: Is that the whole issue or one year? 

Mr. Cooper: That is the complete discount. , 

Mr. JACKMAN: You made how much money, $223,000. All right, carried, 

The CuartrMan: Shall the report carry? 

Carried. 

The CuatrmMan: Now, we have the Canadian National Railways Securities 
Trust. Mr. Maclennan will read this. 


Mr. F. M. Mactennan: This is a report to the Minister of Transport. 
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THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


Ottawa, March 22nd, 1943 


“The Honourable J. E. Michaud, K.C., MP, 
Minister of Transport, 
OTTAWA. 


Sir,—In conformity with Section 23 of the Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of The Canadian National Railways Securities Trust for the calendar 
year 1942. 

The book value of the capital stock of the Securities Trust has been increased 
during the year by $31,559,862.85, this being the amount by which the surplus 
earnings and the capital gain of the Canadian National Railway System for the 
year 1942 exceeded the capital losses during the year. 

The cash surplus of the Railway System together with the capital gain on 
the repatriation of securities, and capital losses in respect of which His Majesty 
has not made cash reimbursement to the Railway, are shown hereunder:— 


SurpLus EArNniInes of the Canadian National Railway System for the 


Wear LOAD Mate ie Use ais RN RUNS “ais kal nate 9 Rae tla et 5) lo ee a tatum sede Tater tA $25,063,268 32 
CAPITAL GAIN on repatriation of securities: ... 2.6.5 2..466.2 2.4 aoe e- 11,072,592 96 
LInE ABANDONMENTS: 

Sunny Brae-Guysborough Branch...... 53.84 miles $2,690,285 08 

Bay City Terminal Facilities (adjust- 

Ment i GL 194 Ve BE ole etal 103,063 48 

West Duluth) Lumber Dock?) Ga. 125,583: 53 

Acadia Valley Branch..... Poe orate bal eel as 18.30.“ 181,443 30 

Vancouver | island) Time.) eee eae AQ: 20. * 1,681,750 00 4,575,998 43 


Net gain credited, to, Proprietors) Iuguity.. vs b> ess Aes te eo aly $31,559,862 85 


With regard to the item of capital gain amounting to $11,072,592.96, the 
arrangements made between the Governments of Canada and the United King- 
dom, under which Canada has given financial assistance to the Government of 
the United Kingdom to enable it to purchase war supplies in Canada provided, 
among other things, for the repatriation of Dominion direct and guaranteed 
securities and Canadian National Railway securities. 

On 26th January, 1942; the Treasury of the United Kingdom issued a vesting 
order naming as the price to be paid for the securities the market price at the 
close of business on that date. Under Order in Council P.C. 2484 dated 28th 
March, 1942, the Railway Company was authorized to re-purchase from the 
Dominion, at the vesting price, the railway securities purchased by the Dominion 
from the Treasury of the United Kingdom. Under Order in Council P.C. 8858, 
dated 3rd September, 1942, the Railway Company also has purchased from the 
Dominion other Canadian National Railway securities which had been acquired 
by the Treasury of the United Kingdom prior to the vesting order of 26th 
January, referred to. Under Order in Council P.C. 2886 dated 11th April, 1942, 
and P.C. 7197 dated 14th August, 1942, provision was made whereby holders not 
subject to the vesting order of Canadian National Railway securities listed in 
the vesting order might surrender their holdings for redemption at the vesting 
price. Under Order in Council P.C, 2484 dated 28th March, and P.C. 9773 dated 
27th October, 1942, all of the 4% Guaranteed Stock issued by the former Grand 
Trunk Railway Company of Canada outstanding and not vested in the Treasury 
of the United Kingdom was called for redemption at par on 1st November, 1942. 
Additional 4% Perpetual Debenture Stock issued by the said Grand Trunk Rail- 
way Company was redeemed under the arrangements referred to in the 1940 
Annual Report. 
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Loans for the purchase of these securities have been made to the Railway 
by the Government, bearing interest at 314% per annum, repayable on demand 
and secured by promissory notes and by the securities so purchased. 

In all, these transactions have dealt with railway securities having a par 
value of $289,320,520.18. The cost of redemption was $278,045,685.22, resulting 
in a reduction in the capital debt of the railway of $11,274,834.96. This amount . 
less $202,242.00 discount not amortized prior to the date of redemption, has been 
accounted for as a capital gain through the Proprietor’s Equity account. As a 
matter of interest, it might be stated that these transactions have resulted also in 
an annual income saving to the Railway Company of $1,049,000.00. 

There were no transactions during the year affecting the collateral securities 
held by the Securities Trust. 

The Trustees present herewith the Balance Sheet of the Securities Trust 
as at 3lst December, 1942. 


For the Trustees, 


W. C. CLARK, 
Chairman. 
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Mr. Jackman: I should like to ask a question in connection with line 
abandonments. There was a loss there of $4,575,000. That inevitably happens 
if you abandon a certain line unless you are selling for salvage at a oreater 
price than the line was on your books. Unless that happens you must have a 
capital loss? 

Mr. Cooper: That is right. 

Mr. VaucHaNn: Salvage is comparatively small in comparison with the 
cost of the line. 

Mr. McCuttocu: What lines were abandoned? 

Mr. Cooper: They are set out there. 

Mr. McCuttocu: Whereabouts are the lines abandoned? 

Mr. Jackman: You will find it on page 4. 

Mr. McCuntocu: Does that mean the Sunny Brae railway from Sunny 
Brae to Country Harbour is going to be abandoned? 

Mr. VaucHan: There is, as you know, a certain mileage of Sunny Brae 
line which is in operation. Beyond that there is a portion of it on which some 
money has been spent, but it has never been finished. The idea is to abandon 
the part not finished and not to touch the part in operation. 

Mr. McCuttocu: That is from Sunny Brae to Country Harbour. 

Mr. VauGHAN: Yes. 

Mr. McCuttocu: Has there been any thought given to that line from 
Sunny Brae to Country Harbour? 

Mr. VaucHAN: That matter has been before us on different occasions, 
but we have done nothing about it. I think we have had it up with departments 
of government, but it was considered that there would not be much object in 
developing the port of Country Harbour at the present time. 

Mr. McCuttocu: This line from Sunny Brae and Country Harbour has 
a roadbed that is all ready, the bridges are all in. Stellarton is on this line 
from Sunny Brae to Country Harbour. The roadbed is all ready within about 
seven or eight miles of Country Harbour, and if anything happened to Halifax 
that is the only harbour that you could ship from. The harbour is free from ice 
all the year round and is one of the best harbours in the world. 

Mr. VauGHan: We will still own the right-of-way and have everything that 
is there. 

Mr. Hanson (Skeena): With regard to abandonments there is the Van- 
couver island line. What about that? 

Mr. VaugHaNn: There was a line graded beyond Cowichan lake. 

(Carried. ) 

It was moved by Mr. Emmerson, seconded by Mr. McCulloch that the 
report be adopted. 

The CuatrMan: We now have the Canadian National Railways system 
audit report, and I will call Mr. Matthews to read it. 

Mr. O. A. Matruews (George A. Touche & Co.): 


Tur HonovuraBLte THE MINISTER OF TRANSPORT, 
Ottawa, Canada. 


Sir: — 

In conformity with the Canadian National-Canadian Pacific Act, 1936, 
and Chapter 12, 1942, “An Act respecting the appointment of Auditors for 
National Railways,” we have audited the accounts of the Canadian National 
Railway System for the year ended the 31st December, 1942, and now submit, 
through you, our report to Parliament. 
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The general scope of the test audit which we have made for the year 
1942 may be outlined briefly as follows:— | 


(a) Examination of major expenditure authorities which were based prin- 
cipally upon recorded Resolutions of the Directors. These major 
expenditure authorities in turn have been established mainly by 
Corporate By-Laws of the Canadian National Railway Company, 
Acts of Parliament and Orders in Council; ae 

(b) Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, covering a cross-section of the major 
expenditures so authorized ; ; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting staff of the System. In this connection 
we work in collaboration with the executive accounting and treasury 
officers at Headquarters haying as a common objective the securing 
of maximum internal protection to the System in the control of Cash 
Receipts and Expenditures, Securities Held, Material Stores, Accounts 
Receivable ete., and 

(d) Audit and certification of the Consolidated Balance Sheet, Income and 
Profit and Loss Accounts for presentation to Parliament, which body 1s 
thus placed in possession of facts upon which conclusions can be 
reached as to the stewardship of the duly appointed administrators 
of the System. 


The audit covered the various Balance Sheet accounting units in Canada, 
the United States and Great Britain with Income and Profit and Loss Accounts 
originating in the Revenue Offices, Regions, Separately Operated Properties and 
System Headquarters applicable to some 95 companies comprising the National 
System as an operating entity. 

‘ We attach hereto the following financial statements of the National 
System :— | 


Exhibit I —Consolidated Balance Sheet at the 3lst December, 1942— 
a together with Audit Certificate 
Exhibit II -—Dominion of Canada—Proprietor’s Equity at the 3lst 


December, 1942 
Exhibit II] —-Consolidated Profit and Loss Account—Year 1942 
Exhibit IV. —Consolidated Income Account—Year 1942 
Exhibit V —Investments in Affiliated Companies at the 31st December, 
1942 ; 
Exhibit VI —Major Contingent Liabilities, including Pension Plans, at 
the 31st December, 1942. } _ 


Consolidated Balance Sheet 


Investments in Properties and Equipment appearing in the books of. the 

companies as at the Ist January, 1923, were accepted by us. As against the 
corporate property investments brought into the National System accounts in 
1923, there have been applied the reductions as authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, the 
property additions and betterments less retirements have been shown at cost. 
_ Investments in Affihated Companies, as set out in Exhibit V, are represented 
in the main, apart from the Trans-Canada Air Lines, by a 50 per cent or less 
capital stock ownership. The basis of the Balance Sheet figure is cost, or in 
certain instances special valuations approved by the Interstate Commerce 
Commission. There are two principal factors for consideration in this type of 
investment by the railroad industry generally, WZ 


(1) The extent of traffic benefits derived by parent companies as a direct 
result of their investments, and ; | 1 ae 


Ol ee ae 
pS 
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(2) The fact that the affiliates have utilized the proceeds from the sale of 
their securities largely for investment in transportation properties and 
equipment. It is obvious therefore, that the future valuation trend 
affecting Investments in Affiliated Companies will be dependent, 
basically, upon the future economic value of the properties and equip- 
ment of the railroad industry generally. 


Material and Supplies are shown on the basis of ledger balances. Owing to 
war-time demands upon the Stores personnel the customary physical inventory 
was not taken in 1942. 

The Dominion of Canada, in connection with loans made for the repatriation 
of securities from the United Kingdom and certain other redemption under- 
takings, holds as collateral the securities so redeemed from the Public. 

The Insurance Reserve, mainly covering fire risks, is invested principally in 
the securities of Dominion, Provincial and Municipal Governments, and in the 
securities of Companies within the National System. 

In respect of Accrued Depreciation it should be noted that from: the Ist 
January, 1940, Depreciation Accounting has been applied to rolling stock owned 
by all Lines of the System and Retirement Accounting to fixed properties. Prior 
to that date Depreciation Accounting was applied to rolling stock owned by 
United States Lines and Retirement Accounting, on the basis of original cost, to 
other units of property on the System. 

The accounts of the System are stated in Canadian currency—Sterling and 
United States currencies being converted at the par of exchange. 
| A summary of Dominion of Canada—Proprietor’s Equity at the 31st 
December, 1942, is set forth on the Balance Sheet and the transactions during 
the year 1942 affecting Proprietor’s Equity are detailed in Exhibit IT. 

Major Contingent Liabilities, including Pension Plans, are dealt with in 
Exhibit VI. With reference to Pension Plans, we would point out that reserves 
are not set up in the Balance Sheet against the Railway’s portion of the pensions 
presently being paid or conditionally accruing under the 1935 Contractual Plan 
and prior Non-Contractual Plans. Actual pension payments made at the 
expense of the Railway are charged currently to Operating Expenses. In respect 
of the Pension Contracts already issued and in force under the 1935 Contractual 
Plan the Railway has made a tentative estimate, which has been accepted by us, 
showing a capital amount approximating $20,000,000. The portion of this sum 
contributed by retired employees is carried in the accounts as a deferred liability 
against which funds have been separately invested. The contributions under the 
1935 Contractual Plan by employees presently in service are invested through 
the Pension Fund, the accounts of which are not included with those of the 
Railway. 


Consolidated Profit and Loss Account 
The Cash Surplus for the year 1942, as shown in Exhibits III and IV, is 
after making provision for the following: — 
(a) Deferred Repairs and Renewals—covering Fixed Properties and 
Equipment; 
_ (b) Excess over pre-war cost of Material and Supphes inventories—based 
on normal quantities; 
. (c) Depreciation of Rolling Stock—including special provision for abnormal 
war-time use; 
.(d) Fixed Property Retirements—apart from capital losses charged to 
Proprietor’s Equity; : 
(e) Amortization of Defence Projects; 
(f) Amortization of Discount on Funded Debt; 
(g) Interest on Funded Debt held by the Public, and 
(h) Interest on Loans from the Government. 


250 STANDING COMMITTEE 


Apart from the investment in Dominion of Canada securities of a portion of 
the cash made available through the provision for Deferred Repairs and 
Renewals, the surplus funds made available in the aggregate through the afore- 
mentioned provisions (a) to (f) are being applied in reduction of the cash 
requirements from the Government for the year 1942 in respect of Capital 
Expenditures and Current Working Capital. 

In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that, subject to the conditions which 
necessitated the provision for Deferred Repairs and Renewals, the Properties 
and Equipment of the National System have been maintained in a proper state 
of repair and in an efficient operating condition during the year 1942. 

It should be noted that under a recent order of the Interstate Commerce 
Commission effective Ist January, 1948, Depreciation Accounting is prescribed 
for United States Railways covering depreciable fixed properties including 
buildings, stations, shops, bridges, etc., but excluding the track structure, 7.e. 
rails, fastenings, ties and ballast which will continue on the Retirement basis. 
In so far as the Canadian Lines of the National System are concerned it would 
not appear practicable to take similar action in respect of Depreciation Account- 
ing for fixed properties until after the termination of hostilities, because of the 
substantial cost involved and the need of all the technical personnel of the 
railway to meet the transportation requirements arising out of the present 
national emergency. In any event, we recommend that the post-war adoption 
by the National System of Depreciation Accounting for fixed properties in 
Canada be made contingent upon the establishment of uniform accounting 
regulations, of a mandatory character, applicable to Canadian railways. 


Canadian National Railways Securities Trust 


The Canadian National Railways Securities Trust, under authority of 
Section 22 of the Capital Revision Act, has been treated as a constituent unit of 
the National System. There is, however, a provision in Section 28 of the Act 
requiring presentation to Parliament of a Trustees’ Report and a separate Balance 
Sheet for the Securities Trust. The Trustees’ Report sets forth in a summary 
manner the transactions of the Securities Trust during the year, 1942. Our audit 
certificate is appended to the separate Balance Sheet. 


A copy of our Memorandum to the Board of Directors dealing with internal 
matters will be despatched to the Minister of Transport in due course (that has 
since been despatched). 

We report to Parliament that the National System accounts have been 
maintained, during the year, 1942, in an efficient manner and generally in 
accordance with the Accounting Classifications in use by the Class I Railroads 
of the United States. 


TRANS-CANADA AIR LINES 


The Trans-Canada Air Lines have not been included as a constituent unit 
of the National System although 100 per cent stock ownership of the Air Lines 
is vested in the Canadian National Railway Company. A separate Balance 
Sheet and Income Account have been certified by us at the 31st December, 1942. 

The Insurance Reserve, covering the aircraft against flying risks together 
with employers’ liability, is not specifically invested, the relative funds being 
included in the general working capital of the Air Lines. | 

The Surplus for the year 1942, as shown by the Income Account of the 
Air Lines, is after making provision for:— 

(a) Estimated amount of retroactive contributions to be made by the 

company under the 1943 pension plan; 


RAILWAYS AND SHIPPING 251 


(b) Interest at 5 per cent on the capital investment in accordance with 
the Trans-Canada Contract, and 

(c) Depreciation on capital assets at rates similar to those used by other 
“major air line companies in North America, in accordance with the 
Trans-Canada Contract. | 


In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that the properties and equipment 
have been maintained in a proper state of repair and in an efficient operating 
condition during the year 1942. 

The test audit which we have made for the year 1942 is similar in scope 
to that of the National System and may be outlined briefly as follows:— 

(a) Examination of major expenditure authorities, embracing mainly the 
recorded resolutions of the directors, corporate by-laws, Acts of 
Parliament and orders in council; 

(6) Audit tests covering a cross-section of the major expenditures so 
authorized ; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting staff of the company covering cash 
receipts and expenditures, material stores, accounts receivable, etc., and 

(d) Audit and certification of the balance sheet and income account for 
presentation to Parliament. 


We report that the accounts of: the Air Lines have been efficiently 
maintained during the year 1942. 


CANADIAN NationaL (West Inprss) STEAMSHIps, Limrrep 


The accounts of the Canadian National (West Indies) Steamships, Limited, 
and subsidiary companies are not consolidated with those of the National 
System, the 100 per cent stock ownership of the parent steamship company 
being vested in the Dominion. Our report on the separate consolidated balance 
sheet and consolidated income and profit and loss accounts at the 31st December, 
1942, will be despatched to the Minister of Transport in due course. 


Yours faithfully, 


GEORGE A. TOUCHE & CO. 
The CuairMan: Page 5, consolidated balance sheet. 
Mr. MarrHews: That is a duplicate of what has been already considered. 
Mr. Jackman: May I ask the witness something with reference to Trans- 
Canada Air Lines? The report reads:— 

The insurance reserve, covering the aircraft against flying risks 
together with employers’ liability, is not specifically invested, the relative 
funds being included in the general working capital of the air lines. 

Is there any inference to be drawn from that paragraph? 
Mr. Marruews: No, it is simply a statement of fact. In the case of the 


Canadian National Railways, of course, the money is specifically invested. 
There is no inference. 


Mr. JAckMAN: If it was a private air transportation company would you 
suggest that it would be the part of wisdom to set up a fund specifically? 

Mr. Marruews: I think that is a matter of policy to be determined by 
the board. 

Mr. JAckMAN: You would have no objection to a private company carrying 
on as T.C.A. handles this fund? 

Mr. Marruews: I think in the case of the T.C.A. we have to regard it 


in the light of its ownership by the Canadian National Railways Company 
and in turn by the Dominion. 
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Mr. Gray: Do you not think we should include it in the Canadian National 
system? 

Mr. Matruews: You mean the insurance? 

Mr. Gray: No, the whole setup. 

Mr. Marruews: Include it in the Canadian National Railways? 

Mr. Gray: Yes. , 

Mr. Marruews: I think that you have to consider the separate act of 
parliament covering the Trans-Canada Air Lines. : 

Mr. Gray: What is your opinion? 

Mr, Marrurws: I cannot see any objection to the complete separation of 
a Trans-Canada Air Lines. I think again that is a matter of government 
policy. 

Mr. Gray: Would you establish a new setup of Trans-Canada? 

Mr. Marruews: I do not understand. 

Mr. Gray: Would you establish a new setup of Trans-Canada Air Lines? 

Mr. Marrnews: You mean if you brought it into the system? 

Mr, Grays + Yes: 

Mr. Marruews: It would be just consolidated with the figures of the 
Canadian National Railways and its operations would be lost. Their identity 
would be completely lost as are any of the other companies within the system. 
I think that there would be some objection to that. 

Mr. JAckMAN: Mr. Chairman, I would lke to refer to this paragraph:— 

A copy of our memorandum to the board of directors dealing with 
internal matters will be despatched to the Minister of Transport in due 
course. 

Is that memorandum available to the members of this committee? 


Mr. Epwarps: That will be a matter for the Minister to deal with. It has 


never been brought here as far as I recall. 

Mr. Marruews: I do not think it has ever been presented to the committee 
at large. I believe on one or two occasions when a request has been made for it 
the Minister has given it to an individual member, but I may say there is 
nothing of importance to parliament in that report so far as we are concerned. 

Mr. Hanson (Skeena): I know it was called for before. I have seen it on 
two occasions and there is nothing in it. 

Mr. Marruews: In previous years there were one or two items which in 
our judgment it would not have been in the best interests of the Canadian 
National Railways to disclose, but those conditions, having to do with certain 
securities, have disappeared. 

Mr. Jackman: Mr. Chairman, is an inspection of that memorandum within 
the terms of our reference or is it within the discretion of the Minister only as 
to whether we see the memorandum to the board of directors dealing with 
internal matters which is sent to the Minister? The management of the com- 
pany must be responsible to somebody other than themselves, and it is to this 


committee and we in turn report to parliament. ‘There is a separate report which . 


may or may not contain anything of interest but it goes to the Minister and the 
Minister only at the moment. What I am asking is do the terms of our reference 
entitle us to have that confidential memorandum? ~ 

The CuarrmMan: The fact it has been produced before would seem to indi- 
cate we can have it if it is asked for. 

Mr. Ross: Was a physical inventory taken in 1941? 

Mr. Marrunws: ‘Yes; 1942 was the first year since the incorporation of 
the system that a physical inventory was not taken that I recall, but it was 
purely a question of the man-power problem. I may say this, that we do not 
regard that as serious because in previous years the difference between the 
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physical inventories and the book figures were not found to have amounted 
to any serious proportion, but nevertheless we do have to call it to your attention 
that this is not represented by a physical inventory. 

-' Mr. Ross: It will be the practice? 

Mr. Marrurws: It has been the practice on the railways to take physical 
inventories. : | 

Mr. Ross: It will be continued, I suppose. 

Mr. Marruews: Your auditors would have to tell you from year to year 
if that condition were not continued. 

Mr. Ross: Is that left in the hands of the auditors or the railways? 

Mr. MatrHews: Which,? 

Mr. Ross: The physical inventory. 

Mr. Marruews: That is in the hands of the management, of. course. 

Mr. Ross: As to whether it should be taken or not. | 

Mr. Marruews: And your auditors can do no more than tell you the facts. 

Mr. Vavucuan: I think it is fair to say that the auditors have examined our 
accounts, as far as that goes, in respect to our stocks on hand. 

Mr. Marruews: Oh, yes. We say that this is based on the ledger or book 
balances; but in other years the physical inventories have been taken. 

Mr. Ross: I think it is always a splendid idea to have a physical inventory. 
It is a good thing for the personnel of the railway. 

Mr. Marruews: We are simply reporting to you the facts. 

Mr. Jackman: In connection with the Canadian National (West Indies) 
Steamships Limited, there is an item, “Subsidies to be received from the West 
Indies colonies in conformity with trade agreement entered into with the govern- 
ment of the Dominion of Canada.” I am not familiar with the terms of that 
agreement. But in 1942 you budgeted for $150,000 and got $192,520. This year 
you budget for $100,000. What is the general basis of payment, Mr. Vaughan? 

Mr. VaucHAN: ‘There are certain islands which, under the Canada-West 
Indies trade agreement—such as Jamaica, Trinidad, Barbadoes, British Guinea, 
Bermuda, ete—have contributed small subsidies in consideration of having these 
vessels make calls at their islands. During 1942 we were unable to make those 
calls, and in 19438 we will probably make still fewer calls. Some of those 
islands which were contributing those subsidies felt they should withdraw them, 
and others felt that they should reduce them because we were not making the 
calls as indicated in the Canada-West Indies agreement. 

Mr. JackMAN: That was why I asked the question. If you are not able 
to make the calls as frequently as formerly, are the West Indies bound by a 
hide-bound agreement, or is it one which the Canadian National (West Indies) 
Steamships Limited can. alter itself? Are you treating the little islands fairly? 
That is what I am getting at. 

Mr. VaucHan: We treat them as fairly as we can. The agreement, of course, 
was between the Canadian Government and the West Indies islands. 

Mr. Jackman: Is it a hide-bound agreement which requires the Department 
of External Affairs to amend it? 

Mr. Hanson (Skeena): Hitler looked after that last year. 

Mr. Vaucuan: Yes. It was passed by parliament. 

Mr. JAcKMAN: Is it bearing hard on the West Indies islands? 

Mr. Vaueuan: I have no doubt the West Indies islands are suffering to some 
extent by not having the frequency of services which they previously had. 

Mr. JacKMAN: What I am getting at is this. If the West Indies islands are 
not getting the service which we hoped to give them, and which was perhaps 
the basis of the contract, without stating exactly how many calls would be made, 


are they paying for something they are not now getting? 
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Mr. Vaucuan: I think not. I feel that those islands getting that service are 
very fortunate to get as many calls made as they are getting now. 
Mr. Jackman: Are some islands paying and not getting value? 


Mr. VaucHan; No. I do not think there is any island paying us to-day that 
is not getting some service. 


Mr. JacKMAN: Would you say there is any island paying that is not getting 
good value to-day? 

Mr. Vaucuan: I think the islands are all getting good value, extraordinary 
value for what they are paying. 

Mr. McCuuuocu: They are lucky to get a boat at all. 

The CuarrMan: Shall we carry this report? 

Mr. Hanson (Skeena): Carried. 

The CuarrMan: There is the balance sheet. Is that carried? 

Some Hon. Members: Carried. 

The CHAIRMAN: Then pages 7 and 8. 

Mr. McCuutocH: Carried. 

The CHarrMAN: Pages 9 and 10. 

Mr. McCuutocu: Carried. 

The CuarrMAN: Page 11. 

Some Hon. Mempers: Carried. 

The CHarrMAN: Would some one move the adoption of the report? © 

Mr. Hanson (Skeena): I move the adoption of the report. 

Mr. Nicuoxson: I will second it. 

The CHAIRMAN: Then we are finished. I think on behalf of the committee 
I can express our very great appreciation of the patience and kindness of the 
officers of the Canadian National railway system in connection with this 
investigation. 

Mr. Vaucuan: I should like to say, on behalf of the Canadian National 


railways and our officials, that we appreciate very much your forebearance and 
consideration. . 


Mr. Suaw: Mr. Chairman, may I ask Mr. Vaughan if-.he will see to it that 
the two matters I advanced will be taken up, and that I will get some word with 
respect to them later. 


Mr. VAUGHAN: Yes. 
Mr. Gray: The answer is “no.” 
Mr. Suaw: He has already said “yes.” 


The CuarrmMan: There is still a matter to be settled. I do not suppose we 
need to call another meeting. We have to submit a report to the House of 
Commons in connection with this matter. What is your, wish in connection 
with it? 

Mr. Ross: You draft the report, Mr. Chairman. 

The CuarrMAN: Well, that is up to you. I think I want a little bit of help. 


Mr. Gray: I would move that the chairman, Mr. McCulloch, Mr. Shaw and 
Mr. Jackman be a committee to draw up the report. 


Mr. Ross: I second that. 
The Cuarrman: You have heard the motion.. What is your pleasure? 
Motion agreed to. 
The CuairMAN: Then a motion to adjourn is in order. 
Mr. Hanson (Skeena): I move that we adjourn. 
The committee adjourned at 5.40 p.m. 
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REPORT TO THE HOUSE 


THIRD AND FINAL REPORT 


Fripay, July 23, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as its 


THIRD AND FINAL REPORT 


Your Committee notes with satisfaction the continued and _ substantial 
progress of the Trans-Canada Air Lines and the Canadian National Railways. 
From study of the reports these enterprises appear to be in a strong, healthy and 
satisfactory position. 


Your Committee noted with approval that in arriving at the surplus 
earnings for the year, the Railway, by charges to operating expenses, established 
reserves as under:— 


Reserve for deferred repairs and renewals.... $12,850,000 
Inventory Sresenvciite: on. eeeteeiaa one «eee nee 3,839,000 
Reserve for amortization of war projects..... 1,000,000 


Most of these monies will be available for post-war reconstruction. 


Your Committee is pleased to learn of the retirement of a large share of 
the Perpetual Debenture Stock of the Grand Trunk Pacific Railway and would 
recommend that efforts be made along the line of further reductions in these 
perpetual issues of bonded indebtedness. 


Your Committee also considered and approved the depreciation accounting 
policy of the Railway as indicated in the report as well as the further explana- 
tions given by the officers of the Railway before the Committee. 


A copy of the evidence taken is tabled herewith. 
All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 


MINUTES OF PROCEEDINGS 


Tugrspay, April 13, 1943. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock a.m. 


Members present: Messrs. Donnelly, Dubuc, Emmerson, Ferland, Hanson 
(York-Sunbury), Jackman, Lockhart, McCulloch, Michaud, Sanderson, Sissons. 


The Clerk informed the Committee that the’ Chairman, Mr. Howden, had 
notified him of his inability to attend. 


On motion of Hon. Mr. Michaud, 
Resolved,—That Mr. Donnelly take the Chair. 


The acting Chairman submitted for consideration a draft of the Committee’s 
Third Report to the House. 


After a brief discussion, Mr. Hanson (York-Sunbury) moved that further 
consideration of the proposed report be deferred to a later date and that the 
Committee adjourn to the call of the Chair. 


Motion carried. 


R. ARSENAULT, 
Clerk of the Committee. 


Tuurspay, July 22, 19438. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11.30 o’clock a.m., the Chairman, Mr. 
Howden, presiding. 


Members present: Messrs. Donnelly, Hanson (Skeena), Howden, Jackman, 
McCulloch, Michaud, Nicholson, Ross (Middlesex East), Sanderson, Sissons. 


The Committee gave further consideration to a draft of its Third and Final 
Report as submitted to the Committee on April 13, 1943. 


The said draft report having been amended, Mr. Donnelly moved that it be 
adopted as amended and that the Chairman present same to the House. 


Motion carried. 
The Committee adjourned sine die. 


R. ARSENAULT, 
Clerk of the Committee. 
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TRANS-CANADA AIR LINES ANNUAL REPORT (1943) 


WITNESSES: 


Hon. C. D. Howe, Minister of Munitions and Supply; 

Mr. H. J. Symington, K.C., President of Trans-Canada Air Lines; 

Mr. W.,F. English, Asst. Vice-President, Trans-Canada Air Lines; 

Mr. T. H. Cooper, Comptroller, Canadian National Railways and Trans- 
Canada Air Lines; 

Cdr. C. P. Edwards, O.B.E., Deputy Minister of Transport. 
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ORDERS OF REFERENCE | 
| Turspay, February 1, 1944. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 
the appointment of Standing Committees of the House, be amended by adding 
to the Standing Committees of the House for the present session a Standing 
Committee on Railways and Shipping owned and operated and controlled by 
the Government, to which will be referred accounts and estimates and bills 
relating thereto of the Canadian National Railways, the Canadian National 
(West. Indies) Steamships, and Trans-Canada Air Lines for the present session, 
for consideration and report to the House; provided however that nothing in 
the resolution shall be construed to curtail in any way the full right of discussion 
in Committees of Supply; and that the said Committee consist of: Messrs. 
Donnelly, Dubuc, Durocher, Emmerson, Ferland, Gray, Hanson (Skeena), 
Harris, (Danforth), Hazen, Howden, Jackman, Lockhart, Michaud, McCulloch, 
Maybank, Nicholson, Parent, Pouliot, Roebuck, Ross (Middlesex East), Sander- 
son, Shaw and Sissons. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Ordered,—That the Standing Committee on Railways and Shipping owned, 
operated and controlled by the Government, be empowered to examine and 
inquire into all such matters and things as may be referred to them by the 
House; and to report from time to time their observations and opinions thereon; 
with power to send for persons, papers and records. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, March 20, 1944. 


Ordered,—That the Annual Report of the Directors of Trans-Canada Air 
Lines, for the year ended December 31, 1943, tabled this day, be referred to 
the said Committee. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 
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ic | STANDING COMMITTEE 
Turspay, March 21, 1944, 


Ordered,—That the following reports: 


Annual Report of the Canadian National Railway System for the 
year ended December 31, 1943; , 


Annual Report of the Canadian National (West Indies) Steamships, 
Limited, for the year ended December, 1943; 


Annual Report of the Canadian National Railways Securities Trust 
for the year ended December 31, 1943; 


be referred to the said Committee, together with the following item of estimates 
for 1944-45: 

387. Maritime Freight Rates Act, Canadian Nationa] Railways; 

388. Maritime Freight Rates Act, Railways other than Canadian National; 


408. Canadian Nationa] (West Indies) Steamships, Limited, capital 
advances; 


409. Prince Edward Island Car Ferry and Terminals Deficit, 1944. 
Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Fripay, March 24, 1944. 


Ordered,—That the report of the firm of George A. Touche and Company, 
Auditors of the Accounts of the Canadian Nationa] Railway System, Canadian 
National Securities Trust, Trans-Canada Air Lines and Canadian National 
(West Indies) Steamships Limited, for the year ended December 31, 1948, and 
the Financial Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships Limited for the calendar year 1944, be 
referred to the said Committee. 


Attest. 


ARTHUR BEAUCHESN E, 
Clerk of the House. 


Monpay, March 27, 1944. 


Ordered,—That the said Committee be authorized to print from day to 
day 500 copies in English and 200 copies in French of its minutes of proceedings © 
and evidence, and that Standing Order 64 be suspended in relation thereto. 

Ordered,—That the said Committee be given leave to sit while the House 
is sitting, 

Ordered,—That the quorum of the said Committee be reduced from 12 
to 8 members. 

Ordered,—That the name of Mr. Hanson (York-Sunbury) be substituted 
for that of Mr. Hazen on the said Committee. 


Attest. 


ARTHUR BEAUCHESNBE, 
Clerk of the House. 


RAILWAYS AND SHIPPING v 


REPORT TO THE HOUSE 
Monpay, March 27, 1944. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as its 


First REpPorRT 


Your Committee recommends: 


1. That it be authorized to print, from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto. 


2. That it be given leave to sit while the House is sitting. 


3. That its quorum be reduced from 12 to 8 members. 
All of which is respectfully submitted. 


J. P. HOWDEN, 
Chairman. 


CG oncurred in March 27, 1944 


MINUTES OF PROCEEDINGS 
Monpay, March 27, 1944. 
(1) 
The Standing Committee on Railways and Shipping owned, operated and 


controlled by the Government met this day at 11 o’clock. Mr. J. P. Howden, the 
Chairman, presided. 


Members present: Messrs. Emmerson, Hanson (Skeena), Howden, Jackman, 
McCulloch, Maybank, Michaud, Nicholson, Parent, Sanderson, Shaw and 
Sissons. (12). 


Honourable C. D. Howe, Minister of Munitions and Supply, was present. 


The Committee decided to ask leave to print its minutes of proceedings and 
evidence, to sit while the House is sitting and to reduce its quorum. 


On Motion of Mr. Hanson (Skeena), seconded by Mr. Maybank,— 
Resolved,—That the Committee ask authority to print from day to 
day 500 copies in English and 200 copies in French of its minutes of pro- 
ceedings and evidence. 
On motion of Mr. McCulloch, seconded by Mr. Parent,— 
Resolved,—That the Committee ask leave to sit while the House is 
sitting. 
On motion of Mr. McCulloch,— 


Resolved,—That the Committee be authorized to reduce its quorum 
from 12 to 8 members. 


It was agreed to take up first the study of the report of the Trans-Canada 
Air Lines for the year ended December 31, 1943. 


Mr. H. J. Symington, K.C., President of the Trans-Canada Air Lines, was 
called. He read his report and was examined thereon. The witness was assisted 
by Mr. W. English, Assistant Vice-President; Mr. T. H. Cooper, Comptroller of 
Canadian National Railways and Trans-Canada Air Lines, and Mr. 8. May, 
Auditor of the C.N.R. and the T.C.A. 


On motion of Mr. Nicholson and by unanimous consent of the Committee, 
Mr. Hanson (York-Sunbury), was permitted to examine the witnesses. 


Hon. Mr. Howe was questioned on T.C.A. operations and matters connected 
therewith. He was assisted by Commander C. P. Edwards, Deputy Minister of 
Transport . 


Mr. Symington read a supplementary statement relative to operating rev- 
enues and expenses. 


The witness was retired. 


At 12.55 p.m., the Committee adjourned until 4 p.m. o’clock this day. 


vii 


viii STANDING COMMITTEE 


AFTERNOON SITTING 


(2) 
The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, resumed at 4 o’clock p.m. Mr. J. P. Howden, the 
Chairman, presided. | 


Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena), Hanson 
(York-Sunbury), Harris (Danforth), Howden, Jackman, McCulloch, Maybank, 
Michaud, Nicholson, Parent, Sanderson and Sissons. (14). 


Mr. H. J. Symington was recalled and his examination was continued. 


Messrs. T. H. Cooper and W. English were also called and supplied answers 
to certain questions. They were retired. 


Mr. Nicholson suggested that an official of the Post Office Department be 
called to give evidence on the C.P. Air Lines mail rates. 


Commander C. P. Edwards was called and replied to questions relating to 
the Department of Transport. He agreed to table the following information:— 
1. Orders in Council relating to certain air routes. 
2. A statement of applications for air routes licences and transfers made by 
C.P. Air Lines showing dates of applications. 


Information concerning passenger, express and mail rates was also requested 
from the Board of Transport Commissioners. 


‘ Mr. Symington gave a statement on T.C.A. personnel, and was questioned 
thereon. 


At the request of Mr. Hanson (York-Sunbury), witness tabled a schedule 


of T.C.A. personnel showing the amount paid in each category. 


Ordered,—That the above schedule be printed as an appendix. (See Appen- 
dix A, to-day’s minutes of proceedings and evidence.) 


Consideration of the Annual Report of Trans-Canada Air Lines having been 
utes on motion of Mr. McCulloch, it was adopted and Mr. Symington 
retired. 


At 6 o'clock, p.m., the Committee adjourned until Tuesday, March 28) at > 
4 o'clock, p.m. 
_ ANTONIO PLOUFFE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Houses or CoMMoNSs, 


March 27, 1944. 


The Standing Committee on Railways and Shipping met this day at 
11 o'clock a.m. The Chairman, Mr. J. P. Howden, presided. 


The CuHairMAN: Gentlemen, we have a quorum and I think perhaps we 
should get down to business. May I say to the members of the committee that 
they are the ones who are really in charge of these proceedings, and it is up to 
them to decide upon what we shall do. It is well known to all members that 
the house is very busy with committees at the present time. I think possibly 
there are three matters that should be considered in the beginning, first among 
which is the reduction of the quorum of this committee to a workable number; 
secondly, I believe we should ask for the printing of our proceedings if it meets 
the wishes of the committee to do so; and in the third place we shall certainly 
have to sit while the house is in session and shall have to obtain permission in 
order to accomplish that end. What is your wish, gentlemen? 

Mr. Hanson (Skeena): I move, Mr. Chairman, that we ask permission 
to print five hundred copies in English and two hundred in French of our day 
to day proceedings. 

Mr. Maypank: I second that. 

Motion agreed to. 

The CHAIRMAN: ‘Then there is the matter of asking leave to sit while the 
house is in session. 

Mr. McCutuocu: I move that. 

Mr. Parent: I will second it. 

The CHAIRMAN: <A seconder is not necessary. What is your pleasure, 
gentlemen? 

Motion agreed to. 

The CHarRMAN: Then there is the third matter, that the committee be 
authorized to reduce its quorum to a certain number of members. What is the 
wish of the committee in this respect? 

Mr. JAckMAN: How many are on the committee, and what is the present 
quorum? 

The CHArrRMAN: The quorum is twelve, I believe. 

Mr. JAcKMAN: Out of how many? 

The CierkK: Twenty-three. 

Mr. Mayspanxk: What did we have last year? 

The CuHarrMAN: I think we reduced it to eight members, in order to 
facilitate business. 

Mr. Mayspank: We may as well have it the same as it was in other years. 

Mr. Parent: There are so many committees sitting at the same time, it is 
sometimes difficult to get a quorum when the number is larger. 

Mr. McCutitocu: I move that we have a quorum of eight. 

The CHAIRMAN: What is your pleasure, gentlemen? 


Motion agreed to. 


& STANDING COMMITTEE 


The CuarrMAN: Gentlemen, it is the wish of the authorities of the railway 
and of the T.C.A. that we go ahead in the first place with consideration of the 
Trans-Canada Air Lines report. If that meets with your approval, we shall 
proceed in that manner. Is that agreeable? 

Some Hon. Memperrs: Yes. 

The CuarrmMan: There is another matter that we ought to decide now, 
with regard to obtaining permission from the house to sit while the house is in 
session. In the event of our obtaining this permission this afternoon, is it the 
wish of this committee that we should reassemble this afternoon at 3.30 or 
4.00 o’clock? 

Mr. Parent: It would save the time of the officials, and we have a lot of 
work to do. I think we should do that. 


Mr. Maysank: Make it 4.00 o’clock. 

The Cyarrman: All right, then. It is agreed that we shall meet at 
4.00 o’clock if this request passes the house. 

Mr. Mayzanx: If it carries in the house? 


The CrarrMAN: Yes. We have with us this morning Mr. H. J. Symington, 
K.C., President of Trans-Canada Air Lines and other officers who are appearing 
before the committee as witnesses. As usual, I presume we shall read the report 
and institute interrogations from time to time. 


Mr. JAcKMAN: There seems to be a little misunderstanding on the part of 
our group. We—that is, the Progressive Conservatives—have four members on . 
the committee, namely, Messrs. Harris, Hazen, Jackman and Lockhart. That 
was the situation when Mr. Hanson was house leader of the party. Last year 
Mr. Hazen, who at the present time is in the hospital, dropped off and Mr. 
Hanson went on. I am not in a position to speak officially for the party, but I 
know of no change in the situation whereby Mr. Hazen was re-appointed and 
Mr. Hanson’s name was left off. I rather suspect that what has happened in 
this case is what happened in one other committee. Those responsible for the 
appointment of the committee, whoever they were—probably the two Whips, or 
the Liberal Whip anyway—have taken the old list of the previous year and not 
the immediate past year, and put their names on. So that, with your permission, 
I should like to make that statement and also to have your consent to Mr. Hanson 
in the meantime being in a position to take part in this hearing, because I feel 
that there has been a mistake, although I am not officially in a position to speak. 


Hon. Mr. Micuavup: We shall correct that this afternoon by having an official 
motion put through the house. 


Mr. Jackman: Iam not speaking officially for the party. I have not hear 
anything about any change, but I think that is what has happened. 


The Carman: Let us not have any misunderstanding about it. Is it your 
proposition that Mr. Hanson go on this committee permanently in place of Mr. 
Hazen? 


Mr. JackMAN: I am not the master of our party. 
Mr. Parent: Carried. 
The CHARMAN: We do not know what we are carrying. ; 


Mr. JacKMAN: I suggest that Mr. Hanson be permitted to take part in the 
committee. 


Hon. Mr. Hanson: I was told just a minute ago by the Liberal Whip that 
I was not a member of the committee, and it came as a ereat surprise, because I 
had notice of this meeting. : . 


cae Hon. Mr. Micuavup: As Mr. Jackman has said, I think it is mistake of the 
ip. 
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Hon. Mr. Hanson: It may be that there was a motion put through the house 
on the 17th of March last. 

The CuHarrMAn: Was there a vote? 

Hon. Mr. Hanson: I do not remember anything about it. I do not know 
what happened. 

The CuatrMan: A vote could be put through now, if it is the wish of the 
party. 

Hon. Mr. Hanson: I do not want to take part in this committee unless it 1s 
in the regular way. : 

Mr. Maypanxk: You could take part this morning as though you were a 
member, and then get it fixed up in the house this afternoon, could you not? 

The CuarrMAN: I think if it is acceptable to the committee, we will do that. 

Mr. Parent: Have we not the authority to accept him if we want to? 

The Cuarrman: I do not know that we can. 

Hon. Mr. Hanson: No. You can grant permission to take part in the proceed- 
ings. That is about all you can do. 

Mr. Parent: We are not adding to our number. 

Mr. Nicuotson: I move that Mr. Hanson be permitted to take part in the 
discussion this morning. 

The CuarrMaNn: Is that carried? 

Motion agreed to. 

Hon. Mr. Hanson: I will try to have it regularized. 

The CHAIRMAN: We shall endeavour to have the matter regularized at the 
first sitting of the house. 

Hon. Mr. Micuavup: This afternoon. 

The Cuarrman: All in favour? 

Motion agreed to. 

__ The CHAIRMAN: If you are ready gentlemen, we shall now proceed, and I 

will call upon Mr. H. J. Symington. 

Will you proceed in the usual way, Mr. Symington? 


Mr. Symineton: Very well, Mr. Chairman. 


TRANS-CANADA AIR LINES 


Monrtreay, March 10, 1944. 
To the Shareholders: 


The Board of Directors submit herewith the annual report of Trans- 
Canada Air Lines for the calender year 1943. 

The Act of Parliament creating Trans-Canada Air Lines as the 
national air service was passed in 1937, and in its six years of operation 
the air line has proved itself to be a dependable and valuable public 
servant. Handicapped as it has been, and still 1s, by the demands of 
war on personnel and equipment, it has endeavoured to maintain the 
highest standards of an essential industry and to lay a sound foundation 
for future aviation in Canada. | 

In 1943 its main tasks were the improvement and intensification of its 
Canadian and Newfoundland services, the carrying out of a heavy 
program of military aircraft overhaul, and the development for the 
Canadian government of a trans-Atlantic air service. 


STANDING COMMITTEE 


In June the transcontinental route was extended 46 miles to the 
Vancouver Island terminal at Patricia Bay, giving direct service to 
Victoria and other Island communities, ee cine the many military estab- 
lishments in the area. 


Hon. Mr. Hanson: Is it the practice to read the whole of the thing through? 
Mr. Symincton: That has been the practice in the past. 

Hon. Mr. Hanson: All right, go ahead. It is all right with me. 

Mr. SyminecTon: Continuing: 


The company plans to provide extended services in the Maritime 
Provinces, including a new service via Saint John, N.B., to Halifax and 
Sydney, as soon as the necessary ground and communications facilities are 
made available. Also awaiting the installation of ground and other facili- 
ties is a through service from Winnipeg to Edmonton via Saskatoon, pro- 
viding not only a shorter route between those cities but also to the 
Yukon and Alaska. These extensions to existing main line routes were 
authorized by orders in council P.C. 6256 and P.C. 6255 of August 6, 1943. 

In July the government’s wartime trans-Atlantic service was inaugur- 
ated, with flight crews and maintenance personnel supplied by T.C.A. In 
this service converted Lancaster aircraft owned by the government carry 
heavy loads of mail to and from the forces overseas, and other cargo of 
importance to the war effort as well as passengers on urgent war business. 

Trans-Canada Air Lines, as the sole Canadian agency designated by 
the government to operate international air services, awaits with interest 
the results of conferences between governments on matters affecting world 
air policy and the completion of international agreements with regard 
to these services. Trans-Canada on its part is carrying on intensive 
research into such matters as routes and potential traffic, and is studying 
developments in aircraft and other equipment, communications and aids 
to navigation. In co-operation with the Department of Trade and Com- 
merce and other departments of the Dominion Government it has been 
studying fields in which Canada would expect to participate and has 
already surveyed routes to the West Indies and South America. 

In 1948 the number of passengers carried increased by 34 per cent, air 
express volume by 126 per cent, and air mail volume by 61 per cent, as. 
compared with the preceding year. Payment to the company for the 
carriage of mail is based on plane miles flown and not on the poundage 
carried, and an increase of 61 per cent in the volume of air mail in 1943 
brought to the company an increase of only 9 per cent in mail revenue. It 
did, however, result in a substantial growth in the revenue of the Post 
Office Department. Trans-Canada Air Lines, it is estimated, carried 
approximately 200,000,000 letters in 1943 apart from the Hae Atlantic 
mail service. 


RESULT OF OPERATIONS 


1943 1942 
Operating Revenues ia) 4 ve eee ce $9,379,501 $7,337,318 
Operating Expenses 204. cee 8,974,902 6,628 399 


$ 404,599 $ 708,919 
Income Charges and Interest on Capi- 
talvinvested s/c) 4 sie van wean mes 256,710 214,004 


Sutphis: a aes Aa maa $ 147889  $ 494915 
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Operating revenues totalled $9,379,501, an increase of $2,042,183 or 
28 per cent over 1942. Passenger revenues increased $1,148,146 or 37 
per cent; mail revenues increased $303,885 or 9 per cent; express revenue 
increased $157,064 or 91 per cent; excess baggage revenue increased $30,618 
or 104 per cent; revenue from sales and service, and incidental revenues, 
increased $402,468 or 47 per cent. Mail revenue contributed 37 per cent of 
the total revenue as compared with 44 per cent in 1942, 53 per cent in 
1941, and 62 per cent in 1940. The rate of compensation received by the 
company under its contract for the carriage of air mail was lower in 1948 
than in any previous year, being 42-90 cents per plane mile flown in 
approved mail services, as compared with 45-57 cents per plane mile in 
1942, 48-16 cents in 1941 and 60 cents in 1940. 

Operating expenses totalled $8,974,902, an increase of $2,346,503 or 
35 per cent over the preceding year, reflecting the cost of handling an over- 
all increase in the volume of traffic, extension of routes and services, and 
full-year operation to Newfoundland as compared with an eight-month 
service in 1942. There is included in 1948 operating expenses a charge 
of $218,000 to provide a reserve for anticipated post-war inventory adjust- 
ments. | 

After the payment of interest on the company’s capital and other 
income charges the surplus for 1943 was $147,889. 


Routes AND SERVICES 


At December 31, 19438, Trans-Canada Air Lines (exclusive of the 
trans-Atlantic operation) was providing service—air mail, passenger and 
express—over routes totalling 4,903 miles between the Atlantic and the 
Pacific seaboards. This was an increase in route mileage of 46 miles as 
compared with December 31, 1942. The routes now operated are as 
follows: 


Miles 

FIG iaxoy LCLORIA Via ce OLOUUO) | trams ol gle as SL) 3,301 
POLO ELUM SOL ON aa elas. obits lun He (ities Ese 206 
ebiomreee sO mon toni iyo. ou. Oe OR ee ita 301 
POLAT UNC WR NOOR GSU He Sais ie the Seee rte tialuna Sramepame Miulvahe rata G 365 
INTOH GCOS Gard Oe Nite cir ills ERS ie ee athe a aca 2 730 
4,903 


As at December 31, 1943, daily scheduled miles flown by T.C.A. air- 
craft were 25,872, an increase of 3,202 miles per day, as compared with 
December 31, 1942. During the year, 8,963,786 miles were flown, an 
increase of 1,274,884, as compared with the previous year. 

Due to the decision of the Board of Transport Commissioners for 
Canada forbidding the Company to carry local passenger and express 
traffic between Vancouver and Victoria, the aircraft, on twice daily round- 
flights, have been operating between those cities far below capacity, with 
resultant financial disadvantage. The operation has, however, brought 
about a marked improvement in the air mail service of the Dominion, and 
provided accelerated movement for through passengers and express between 
mainland points (east of Vancouver) and Vancouver Island. 

To relieve the heavy traffic between the east and the west, a third 
daily round-flight between Toronto and Winnipeg went into effect on 
September 15, and schedules were adjusted to provide through service to 
Montreal. At the same time, service between Toronto and New York 
was increased from two to three round-flights daily to take care of 
greatly increased traffic. 
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Atlantic Service 

The Canadian Government trans-Atlantic service, designed to facili- 
tate mail deliveries to and from Canadian forces overseas, to move 
important cargo, and to carry official passengers designated by the 
Department of Transport and the office of the Canadian High Commis- 
sioner in the United Kingdom, began on July 22 with the first flight from 
Montreal to Great Britain. Service was provided by Trans-Canada Air 
Lines with a single Lancaster aircraft modified for transport duty. Addi- 
tional _Lancasters, Canadian-built, are being added to the service as 
quickly as possible. The conversion in our shops of bomber-type aircraft 
to the work of carrying heavy transport loads calls for the highest 
qualities of technical skill and initiative on the part of our personnel. 
The Company maintains an organization at the United Kingdom terminal 
nm connection with the trans-Atlantic service. The direct route flown 1s 
approximately 3,000 miles. Intermediate stops are sometimes made. A 
new non-stop west-east Atlantic record between Montreal and Great 
Britain was established when a flight was made in 11 hours and 14 
minutes. Loads grow increasingly heavy, with mail weights at times 
exceeding 7,000 pounds per aircraft. 


Passenger Service 

Revenue passengers carried by Trans-Canada Air Lines, apart from 
the Atlantic service, in 1943 totalled 140,276, as compared with 104,446 
in 1942, an increase of 35,830 or 34 per cent. The average passenger 
journey was 560 miles as compared with 551 miles in 1942. Revenue per 
passenger averaged $30.04. 


Air Mail Service 

The increase in the volume of air mail carried by Trans-Canada 
which has marked each previous year’s operations continued throughout 
1943. 

During the year, 3,726,607 pounds of mail were carried, as compared 
with 2,308,812 pounds in 1942, an increase of 61 per cent. The average 
mail load per mile increased from 321 pounds in 1942 to 396 pounds in 
1943. Mail revenue per pound mile decreased from 1-4 mills in 1942 to 
1:08 mills in 1943. In the month of December, 1943, compensation 
received by the Company was at the rate of -94 mills per pound mile. 


Air Express Service 

The growing use of air transportation for the rapid movement of 
materials essential to the military forces and to war industry, was 
reflected in the 126 per cent increase in the volume of air express handled: 
821,606 pounds in 1943 as compared with 362,837 pounds in 1942. 


Airway Facilities 

Although severely hampered by scarcity of materials and labour, 
the Department of Transport continued its program of improvements to 
runways, field facilities, airport lighting and navigational aids. 


PROPERTY AND HiQUIPMENT 


The Company’s plant and equipment have been well maintained and 
are in good condition. . 

The flight equipment of the Company as of December 31, 1943, 
consisted of:— 


Twelve Lockheed 14-08 aircraft, equipped with two. Pratt and 
Whitney Twin-row Wasp engines, each of 1,200 horsepower. 
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_. Eleven Lockheed Lodestar aircraft, also equipped with two Pratt 
and Whitney Twin-row Wasp engines. 

The available fleet was reduced during the year by one aircraft when 
a forced landing was made owing to unforeseeable engine failure. 

In the course of the year, exhaustive investigation of aircraft heating 
systems was made and modifications were undertaken further to ensure 
the comfort of passengers during flight in low temperatures. 

To handle overhaul of military aircraft a new hangar, service build- 
ing and annex are approaching completion on T.C.A. property at 
Winnipeg. Badly needed additional office accommodation will be pro- 
vided for T.C.A. in the two-storey brick annex. 

Inadequate servicing accommodation necessitated an extension to the 
hangar at Toronto. Floor space has been doubled and additional shop 
facilities provided. For the overhaul of R.C.A.F. ‘Transport Command 
aircraft, work began in August on a similar extension to the hangar at 
Moncton. ; 
| To keep abreast of the growth of traffic and provide improved service 
to the public, passenger offices in various parts of the system were 
enlarged during the year. 

Trans-Canada Air Lines developed a central reservations contro] for 
the speedy handling of its passenger bookings, which system has since 
been adopted by air transport lines in the United States. The central 
reservations control office at Toronto was moved in 1943 to more spacious 
premises in the Canadian National Telegraphs building on Bay street to 
take care of the growth in business. 


SeLF INSURANCE 


With the expiration on April 30 of outside coverage the policy of self 
insurance was extended to include aircraft, passenger liability, public 
liability and automotive risks of the Company. The only remaining 
insurance carried with outside underwriters is that on buildings and their 
contents involving concentrations of risks. The reserve fund is invested 
in Government securities, and as of December 31, 1948, stands at $647,412. 


PERSON NEL 


The personnel of the Company as of December 31, 1943, numbered 
2,343. The proportion of women employees increased to 35 per cent from 
30 per cent. Women are efficiently performing many and varied duties 
in the organization, taking the places of men now in the armed forces. 
T.C.A. has gone further in this respect than other air lines. The loss of 
experienced male personnel continues, however, to be serious. 

An understanding has been reached with the R.C.A.F. as a result of 
which a supply of Air Force personnel will be made available to the 
Company. The new personnel will be selected from among those who 
have completed operational duties. This marks the beginning of a policy 
of rehabilitation of returned airmen. 

The increased volume of air mail and air express traffic necessitated 
the establishment during the year of a special department within the Com- 
pany to be responsible for the packaging, handling and despatch of all 
types of cargo. 

A contributory pension plan was put into effect on July 1, 1948. 
Employee contributions together with the Company’s matching contribu- 
tions are paid monthly into a separate trust fund which is invested in 


Dominion Government securities or securities guaranteed by the Dominion 
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Government. The trust fund is administered by the Company as a trustee 
but is not an asset of the Company, and therefore is not included in its 
balance sheet. The amount of the fund at December 31, 1943, was 
$187,743.05. 


SprciaL WAR ACTIVITIES 


Work performed under war contract for the overhaul of military air- 
craft, engines, propellers, instruments and accessories was substantially 
‘nereased in 1943. The instrument and accessory shops continued at full 
capacity and during the year the propeller and engine overhaul shops were 
placed on a three-shift basis. 

Company station facilities throughout Canada were placed at the 
disposal of military aircraft requiring servicing. Dispatch, radio and 
station services were again provided for the transport operation of the 
R.C.A.F. communication squadron. 

At Moncton, the expansion of hangar facilities will make it possible to 
offer an extensive program of maintenance and servicing to military air- 
craft operating in the area. 

As at the end of December, nearly 300 T.C.A. employees were engaged 
in the conversion, servicing and maintenance of the Liberator aircraft 
used in the return ferry service of the British Overseas Airways Corpora- 
tion. The inauguration of the Canadian government trans-Atlantic ser- 
vice placed the additional responsibility on’ this group of converting and 
servicing the Lancasters which are being used in that service. 7 

At the request of the Department of Transport, the Company under- 
took the operation, for a time prior to the opening of navigation, of a 
freighting service between Moncton and Goose Bay, Labrador, for the 
movement of essential military material and supplies. 


THE STAFF 


The directors again place on record their appreciation of the loyal 
and efficient services of the officers and employees of the Company, who 
have continued to make it possible for Trans-Canada Air Lines to main- 
tain its vital contribution to the nation’s war effort. They record their 
pride in the 215 men and 12 women who have enlisted in the armed forces, 
some of whom have been decorated for outstanding achievement and some 
of whom, unfortunately, have sacrificed their lives. 


The CuarrMan: I guess we will have a period of interrogation here. 


Hon. Mr, Hanson: What was the extent of the heavy program of military 
aircraft overhauled that you referred to on the first page there? Give us some 
idea of what was done and where. 


Mr. Symincron: Contract 3910, June 21, 1941, would be Department of 
Munitions and Supply for repair and overhaul, engines, propellers, instruments 
and accessories; work performed during 1943, engines overhauled, 366; instru- 
ments overhauled, 6,496; accessories overhauled, 2,015; propellers overhauled, 
999. The charges against department, cost plus, year 1943, $502,000. Contract 
for British Overseas Airways Corporation for overhaul and modification of air- 
craft in Atlantic return service; basis, labour plus 5 per cent; charges for the 
year, $499,000; total charges war contract work, $1,001,000. 


Hon. Mr. Hanson: Where was that done principally, at Winnipeg? 
Mr. SymincTonN: Winnipeg, Dorval, Malton, Moncton. 
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; “Mr. Maypanxk:~ What is the difference between those two contracts? I 
think the expression used in one was simply cost plus and in the other the expres- 
sion labour plus 5 per cent? 

Mr. Symincton: There is a slight difference between them in the mode of 
expression so far as they work out. In the Department of Munitions and Supply 
we have labour plus but we get a higher plus as we provide supervision, and so on. 

Mr. Mayspank: .Cost plus means labour plus? | 

Mr. Symineton: Yes. The other one is contract labour plus 5 per cent, 
supervisory labour plus 5 per cent, cost of materials plus 5 per cent. 


Mr. Maysank: In practice those work out to be about the same contract? 
Mr. Syminetron: Exactly, about the same thing, yes. | 

Hon. Mr. Hanson: Is this supplementary to the other service? 

Mr. Symineron: Entirely supplementary. 

Hon. Mr. Hanson: All because of the lack of other facilities? 


Mr. Symineton: Yes, I think so; at least there were many departments 
that we were doing overhaul jobs for in our shops throughout Canada, and my 
information Is that our costs are very much below that of anybody else. 


Hon. Mr. Hanson: That is very interesting. You say then that your service 
is very much cheaper than that of private enterprise? 


Mr. Symineton: I do not know. I do not know anything about private 
enterprise. I do not know whether government shops or other people are doing 
that kind of work, but naturally with the set-up and shops such as we have to 
have for our own work we are in a better position to do it than anybody else. 

Hon. Mr. Hanson: You do not charge any overhead into this? 

Mr. Symineton: No, except in respect to the contract with one company. 

Hon. Mr. Hanson: That would be a saving to the department concerned? 

Mr. SYMINGTON: Yes. 


Hon. Mr. Hanson: Which private enterprise or anybody else would have to 
include. 


Mr. Syminoron: That is right. 
Hon. Mr. Hanson: Nothing charged for interest or anything like that? 


Mr. NicHoutson: I would like to congratulate the president, officers and 
employees of T.C.A. for this very remarkable report. J think people from coast 
to coast are very proud of this achievement. I have a map of the C.P. air lines 
before me and I am disturbed by the trend in air trave!, and I would like the 
President to make some explanation as to how it happened that C.P. air lines are 
apparently becoming competitors of the T.C.A. The Prime Minister in outlining 
the policy of Canada on April 2, 1948, stated that the Trans-Canada Air Lines 
would continue to be an instrument of government in maintaining all trans- 
continental air transport service and that providing services across the inter- 
national boundary line and outside of Canada; and according to the answer given 
to a question in the House on March 30 the C:P.R. lines have made application 
for licences to operate a great many routes which seem to indicate to me that they 
are ignoring the stated government policy as outlined by the Prime Minister. 


Mr. Maypank: The applications were earlier, were they not? 


Mr. Nicuoitson: These applications have been from January 1, 1943, it 
does not list them. I find that some of the routes that they were planning to 
operate and quite a number of them; I believe there are some 28 different routes. 
Here is one from Saint John to Halifax, another from Toronto to Hamilton, 
St. Catharines to Niagara Falls, to London, St. Thomas, Windsor and so on; and 
‘there is another one from London to Montreal, one from Toronto to Sudbury, 
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and one from Port Arthur to Sioux Lookout; then Winnipeg to Kenora and 
so forth. If you chart these out on a C.P.R. air line map you will find that should 
these licences be granted they will only need a very few short hops to give them 
a complete trans-continental service and many of these routes that I have 
mentioned, for example from Montreal to Toronto and Toronto to Windsor, would 
certainly conflict with the routes operated by T.C.A. Members will recall that 
when the original T.C.A. Act was before the House in 1937 the then leader of the 
opposition, the Hon. R. B. Bennett, speaking, said as follows: 


I submit that the proper course to pursue at this time is as I have 
suggested. What the future may disclose I cannot say. We are on the 
threshold of great advances. Anyone who has followed the story of 
aviation in this country and abroad and who knows what man has done 
to overcome difficulties, how he has been able to bridge in days distances 
that used to take weeks, how, for example, he has been able to fly from 
the Cape of Good Hope to London in a few days, in contrast with tlie 
long Journeys of former years, realizes that in making arrangements for 
flying across Canada from the Atlantic to the Pacific we are dealing with 
matters which are on the threshold of tremendous developments. — 

It may well be that we shall conclude later that it is desirable to 
pursue some other course. We should not now provide that the people may 
acquire later something that they are parting with. It should be the 
other way about—that we may, if we so desire, sell instead of our buying 
back something that we ourselves created. As we are creating it, let us 
hold it. As we are making it, let us keep it. And if in the fulness of time 
it is desirable that the management and operation should pass, let it 
pass. We shall have something in the way of control that will enable us to 
dictate policies, to provide for the hundred and one things that cannot be 
foreseen at the moment. And who suffers if we do that? — 

It is obvious that the Canadian National Railway cannot take over 
this enterprise except by paying for it money which we in the end will have 
to find. With a deficit last year of $43,000,000 and this year estimated at 
$35,000,000, it is obvious that the necessary $5,000,000 must come from us. 
And as it is to come from us, let us own the enterprise now. That 
is what I say to the minister. I ask him to revise this bill to provide that 
at the start the ownership shall rest with us; that the shares and the 
capital stock shall be owned by the minister in right of the crown, in trust 
for the crown. If that is done, we shall not have parted with something 
which may have a value that I, for one, cannot possibly estimate. 

If I jocularly referred to the difficulties of underwriting by the 
Canadian National Railways, I did it. because the Canadian National 
and the government are, with respect to financial matters, one and the 
same. But, sir, this cannot be regarded in any sense as a party matter. 
It should not be. Certainly I have not suggested to any of those with 
whom I am associated that they should take a particular view of the 
matter. The opinions I express are my own, as the views expressed by 
the hon. member for Vancouver South are his. I have had at least some > 
experience with respect to these matters. Perhaps it is less personal and 
direct than that of some others, but I know well the evils that have 

- come upon this country through such courses as are contemplated here. 
It may be said that government ownership is always inefficient, that it 
always has been. I am not prepared to say that it need be, but even 
though there is inefficiency we can devise methods by which efficiency 
can be secured and the property retained in the people. 

This is my plea to the minister. This bill need be modified only to 
the extent of providing that. the capital stock shall be such and such and 
shall be provided out of the consolidated revenue of the country, which 
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is where it will come from in the end if the underwriting is taken up 
by the railway. That would enable the company to make contracts with 
the Canadian National Railway and the Canadian Pacific Railway if 
they so desired, the same as they do in other countries, to correlate 
their carrying activities with those of the railways. In the United States 
for instance, as is well known, provision is made whereby passengers 
may, if they so desire, travel by air during part of the day and in pull- 
mans during the other part of the day. That might easily happen in this 
country in connection with both railroads; it could happen without the 
railroads being shareholders. If it were thought desirable that others 
should be brought into the enterprise as minority shareholders, that 
could be done. ; 

The plea made by the hon. member for Vancouver South for those 
who have been pioneers in this branch of transportation is something to 
which I referred the other evening. I realize that we put $250,000 into 
the Trans-Canada line—the Canadian National did, but we found the 
money—and the Canadian Pacific Railway put in $250,000; and the 
contracts were cancelled within the terms of the contracts because as I 
said on another occasion, we could not contemplate the expenditure of 
hundreds of thousands of dollars to drive airplanes through dust that 
men could not see through, representing the spoliation of the farms of 
western Canada, where we had to disburse millions of dollars for relief. 
The service could not be continued under those conditions, and therefore 
within the terms of the contract we discontinued it. There are certain 
claims in that connection which may be of such an equitable character 
that the government will desire to give them consideration for the sake 
of the shareholders, and perhaps have the shareholders represented on 
the directorate for the purpose of obtaining the benefit of their wise 
judgment and large experience. 

But I do not implore the minister not to part with this property. 
To-night the field is clear. To-night no franchise encumbers the ground. 
To-night we stand in a position to create by Act of this parliament an 
enterprise that will have complete control of aerial navigation between 
the Atlantic and Pacific. We have that right to-night. If we pass this 
measure and hand this right over, not to the crown but to a body of 
shareholders and provide that the crown may buy it back some time in 
the future if it so desires, we shall be going in the wrong direction. I 
plead with the minister to reverse the process, to own the enterprise now, 
and sell it later if he so desires. That is the difference between the 
minister’s view and mine of the principles that underlie this measure. 

I make this suggestion to the minister not because I can be said 
to be one of those who believe in public ownership and control, for I have 
not that reputation, but because I have found by erim experience that 
the condition that now exists in Canada with respect to railroads has 
arisen in consequence of the blunder we made. We cannot make a blunder 
if we keep what we have got; and what we have got to-night is control 
of the whole matter. It seems to me, therefore, wise to take initial steps 
to ensure that that control shall be retained by the action of this parlia- 
ment, and if we desire later to terminate it or to part with it, we may 
do so through an Act of this house and as a result of the intelligent 
expression of opinion by members of parliament. . 

I have no desire to go into the matter at greater length, nor do I 
wish at this moment to go into details, because that will have to be done 
in committee. But I do hope that the minister will not part: with control 
as this bill provides—control which in my Judgment is so essential to 


5458—23 


12 STANDING COMMITTEE 


our success in view of all the difficulties that will confront us—and we 
shall then be in a position to cope with the situation in a manner that 
will be denied us if we adopt the principle of this measure. 

I certainly am desirous of assisting the minister as far as it is in 
my power to do, but I cannot assist him in having parliament give its 
approval to this principle. In expressing these views I assure, him that 
I am not putting them forward as embodying a council of perfection, nor 
am I for a moment suggesting that I know better than he does what 
ought to be done. I am asserting, however, that the experience of this 
country indicates that now is the time for us to hold what we have, just 
as we did with the radio, so that if ever we have to part with it, or if we 
desire to do so, we may at least have a clear appreciation of the value 
of our franchise and of our properties, and the value of the contracts 
that we are making in one of the branches of government for ‘the carrying 
of the mails. That is all I have to say in urging the minister to weigh 
all these considerations before we commit ourselves to the principle of 
this measure. 


The CuarrmMan: I am afraid that this is outside of the terms of our 
reterence, Mr. Nicholson. 


Mr. NicHouson: I think not, Mr. Chairman. 
The CHAIRMAN: We are getting a little bit outside of the point. 


Mr. NicHotson: I think the President. (Mr. Symington), must give some - 


explanation as to whether the development of T.C.A. has not been fast enough 
or complete enough, and what steps are being taken by the T.C.A. to prevent 
the C.P. lines from defeating an Act of Parliament. | 

The Cuatrman: I am of the opinion myself that we are merely assembled 
to review the record of the year for this Trans-Canada Air Lines and not to 
discuss matters of policy that are not yet in effect. | 

Hon. Mr. Hanson: I am more or less in agreement with you, Mr. Chairman, 
but the President (Mr. Symington) in the brief which he presents to us made 


some reference to government policy.. I do not want. to see the discussion go 


so far afield as the hon. member suggests. I would like to ask him (Mr. 
Nicholson) this question; is this still a free country, or is it not? 

Mr. Nicnotson: This country has placed certain laws on the statute books 
designed to be in the best interests of the people at large. 

Hon. Mr. Hanson: I should believe even if that is a law it is still open 
for me to apply for a bill of services; as I asked you before, is this still a 
free country? ) 

Mr. NicHotson: As I understand the: Act— 

Hon. Mr. Hanson: Are we going to have everything done by parliament? 

Mr. Nicouson: Parliament provided for a trans-continental air service 
to be operated by the Trans-Canada Air Lines. 

Hon. Mr. Hanson: Yes. 

Mr. Nicwotson: Here is a private company that is trying to enter that 
field; of course, if that be the wish of the people, then the Act can be changed. 

Hon. Mr. Hanson: You say so, that is not a fact. : 


Mr. Nicuotson: I have here before me the application for these lines which 


have already been received by the government. 


Hon. Mr. Hanson: ‘And these applications have come in, and your inference 


is that they will be granted. 
Mr. Maypanx: We should have these lawyers as witnesses. 
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Hon. Mr. Howe: Is not this a matter of government policy that should 
be discussed in the House? The House is the only place where it can be 
discussed, really. The Trans-Canada Air Lines have nothing to do with what 
the Canadian government do. The T.C.A. is under the direction of the 
department. 


Mr. NicHotson: But the T.C.A. obviously are required to carry out 
government policy. , 


Mr. Maypanxk: That is what they have been doing. 
Mr. Nicuouson: That is what I want to know. 
Mr. Maypank: Ask them. 


Mr. Nicuouson: Have the T.C.A. ever fully taken into consideration the 
need of air travel from Sydney to Saint John and across to Rimouski? As I 
understood the Minister of Munitions and Supply (Hon. Mr. Howe) the T.C.A. 
has been unable to get equipment, it has been ordered but they have not been 
able to get it. 

Mr. Maypanxk: Permit me to ask this question of Mr. Symington; whether 
or not the T.C.A. have failed to carry out government policy; and if they have 
failed, for what reasons do you say that they are failing to carry out government 
policy? . 

Mr. Symincton: No, not so far as we know. As you will recall, under 
the Act before any line can be opened by T.C.A. there must be a resolution and 
a recommendation to the Minister of Transport for Air and the Postmaster 
General. That was done with respect to the Saint John-Halifax-Sydney and the 
Winnipeg-Saskatoon-Edmonton branches. These have not been opened up 
yet for the best of reasons which are— 


Hon. Mr. Hanson: That is by the T.C.A.? That is what you are speaking 


of? 

Mr. Syminetron: Yes, by the T.C.A. There is the question of construction 
of additional facilities which we have not been able to secure on account of 
war scarcities. 


Hon. Mr. Hanson: You did not have the planes either, did you? 


Mr. Symineton: Well, of course we could put on the service. It would 
largely be a diverted service. For instance, instead of sending two via Moncton, 
we would send one via Saint John. We would do the best we could until we could 
get additional planes. I want to say to the committee that we have put forth 
every effort to try to get new planes but have not been able to get them. It is 
a natural war condition. We tried to get Lockheeds from the Lockheed plant 
but they are not making any more commercial planes. There were I think 
some twelve or fifteen which have been promised to other people and we did 
“not get them. We are endeavouring to meet that. We will meet it and we are 
not going to be licked by it. We will need more planes. 

Mr. Nicuoutson: The minister (Hon. Mr. Howe) speaking in the House on 
March 7 mentioned that the C.P.R. lines assisted by the United States army 
had been able to get new modern planes from United States sources with the 
result that the equipment of that company was augmented considerably. I 
wonder if the President (Mr. Symington), could enlarge on that statement, 
and indicate if they tried sufficiently hard to get it. If the C.P. air lines could 
get this equipment I should think they should be able to. 


Mr. Syminaton: I can only explain it this way; most of this equipment 
being made has been taken over by the United States army and we could not 
get any of it. We tried to get it but we didn’t succeed. I do not know whether 
the C.P. air lines are getting it or not, I understand they got some; but, 
remember, they were probably doing some work for the United States’ military 
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carrying passengers into the Northwest Territories. In any event, we did not 
get them, but we have not left any stone unturned to get them and they are » 
just not obtainable. 

Mr. Maypanx: Do you know the date of these applications for franchises 
to which reference has been made? i 

Mr. Symineton: They are comparatively recent. 

Mr. Mayspanx: Would you put that on the record, the date of these various 
applications? | 

Mr. SyMINcton: You mean, those made by the other people? 

Mr. MAYBANK: Yes. 

Mr. Symrneron: I think the department would have that. I would not 
know about it. 

Mr. Maygpanxk: I do not care whether it is given by the department, or 
who it is given by; I think it should be a matter of record here. 

Hon. Mr. Howe: The department can furnish that. The department would 
be the only ones who would have that information. 

Mr. Maypanx: Could it be made a matter of record here. 

Hon. Mr. Howe: I will ask the officers of the department to have that 
information put on the record here. | wi 

Hoh. Mr. Hanson: When was the application of the C.P. air lines made 
for the St. John-Halifax service; and what is the routine to be gone through; 
and what happened that the Board of Transport Commissioners did not even 
entertain the application; and on what authority did the minister intervene? 

Hon. Mr. Howr: The minister did not intervene one way or the other. 

Hon. Mr. Hanson: You told me in the House that you did. 

Hon. Mr. Howe: Oh, no. 

Hon. Mr. Hanson: You said that you had told them not to entertain the 
application. 

Hon. Mr. How: .No, no; St. John-Halifax was declared a route away 
back I think before the war. It was. operated for a time by local service. 

Hon. Mr. Hanson: For a little while, yes. 

Hon. Mr, Hows: It was closed down on account of military requirements, 
there was an embargo put on it, a prohibition put on that private service flying 
into Halifax. airport. 

_ Hon. Mr. Hanson: That is correct. 
- Hon, Mr. Hown: And at that time the route was cancelled; therefore, there 
is no route and therefore there is nothing for the Board of Transport Com- 
missioners to consider. 

Mr. NicHotson: Would not that actually be a route that the T.C.A. 
expected to develop? 

Hon. Mr. Hows: I inquired as to that. That is a matter for the depart- 
mental authorities to discuss. It is not a route at the moment and therefore 
it is not disposable to anybody. I may say, however, that the C.P. air lines 
were not the first applicant for this route; there was an application submitted 
by the Maritime Central Airways, and no disposition has been made of these 
two applications—or rather, I should have said, of the three applications. 
Hon. Mr. Hanson: Who was the third? 

Hon. Mr. Howe: The T.C.A. 

Hon. Mr. Hanson: But they will have to be heard eventually? 

Hon. Mr. Howe: Yes. 


CEE: Maypanx: Is the Maritime Central Airways one of the companies 
which remained completely independent? : 
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Hon. Mr. Hower: Yes, the Maritime Central Airways. Since then the 
department through T.C.A. has taken over the route from Prince Edward 
Island to Moncton and St. John. 

Mr. Nicuoitson: My purpose in raising this point was to find out from the 
president whether the T.C.A. are carrying out what the obvious wishes of par- 
liament were according to the present Act. I would consider that I would be in 
order in discussing this matter. 

Hon. Mr. Howe: T.C.A. are moving as fast as they can. The Department 
of Transport are carrying the ball at the moment. They are putting in the 
necessary facilities which will enable T.C.A. to fly the route. T.C.A. have 
~ certain standards of safety which must be preserved; they require a radio beam 
and a certain standard of landing fields. We are trying to bring both routes 
up to this standard. 

Hon. Mr. Hanson: With respect to Saint John, they are not in a position 
to comply with the standard? 

Hon. Mr. Howe: Yes. Facilities are being installed. 

Hon. Mr. Hanson: You have not got the beam airport. With regard to 
the airport I understand that private citizens in Saint John brought in an aero- 
nautical engineer from the United States and he did discover a site. You will 
remember that last year you promised me you would have a survey made. I 
think you did send some men down. Since this other gentleman has discovered 
this, what is the position now? 

Hon. Mr. Howe: The position is that we have approved the site. We have 
examined that and alternative sites, and we have decided that the one recom- 
mended by the American expert is the best site. 

Hon. Mr. Hanson: That is the Loch Lamond site? 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: What is the estimated expenditure? 

Hon. Mr. Hows: Estimates have been prepared—I do not know what 
they amount to. We have two or three alternate developments. 

Hon. Mr. Hanson: It is expensive? 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: Is it the policy of the government or the department 
to provide these sites at public expense? 

Hon. Mr. Howe: No, not for municipal airports. 

Hon. Mr. Hanson: For a T.C.A. airport? 

Hon. Mr. Howe: The T.C.A. has no airports. 

~ Hon. Mr. Hanson: They are all government airports? In other words, 
the government provides— : | 

Hon. Mr. Hows: If it is a government airport the government airports 
have been built only for military purposes. 

Hon. Mr. Hanson: What about the Moncton airport? 

Hon. Mr. Howr: No, that is owned by the city of Moncton. 

Hon. Mr. Hanson: The new one? 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: You spent a lot of money on it. 

Hon. Mr. Howe: Yes, we have. We took over these airports at the begin- 
ning of the war by arrangement with the owners on the basis of $1 a year 
with the understanding that if improvements were needed the government 
would make the improvements. 

Hon. Mr. Hanson: That is the arrangement? 

Hon. Mr. Howe: Yes. 
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Ton. Mr. Hanson: That is the only way, I think, that the improvements 
could be made. | 

Hon. Mr. Hows: Yes. ; 

Hon. Mr. Hanson: The local authorities could not do it; they have no 
revenue. What is proposed with relation to Saint John? 

Hon. Mr. Howe: We have advised the city of Saint John to obtain the 
land; we have made no commitments beyond that; and we always have, in the 
past, had the same policy in assisting municipal airports, and we doubtless 
will again, but we have not formulated that policy for the post-war period 
as yet. 

Hon. Mr. Hanson: So there is reasonable hope then for the building of 
substantial airports in the city of Saint John? 

Hon. Mr. Hows: I should hope so, yes. 

Hon. Mr. Hanson: But not in the immediate future? 

Hon. Mr. Howe: Not until after the war. 

Hon. Mr. Hanson: Not until after the war; that is quite definite. I appre- 
clate the fact that the operation will be an expensive one due to the character 
of the terrain. 

Hon. Mr. Hows: That is right. 

Hon. Mr. Hanson: However, the city of Saint John is the largest city in 
New Brunswick, the commercial metropolis, and it has a right to expect that 
it will have air transportation? 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: Of course, that brings me to my own hamlet. We are 
the capital of the province and the only capital in Canada that has not got 
air transportation. It was suggested, and I hoped it would be possible to use 
Blissville. They have abandoned that idea because of the distance which is 
against it. The provincial government refuses to pave the highways in the hope, 
I suppose, that Santa Claus in Ottawa will do it; but I see no hope of getting 
our communication out of Fredericton via Blissville. Now, the service from 
Saint John to Halifax and Sydney: We are only about sixty-five miles from 
Saint John on the airline and we want air transportation. 

Hon. Mr. Howe: How far are you from Blissville? 

Hon. Mr. Hanson: Thirty-five miles in a circuitous way, but there are 
only ten miles of paved road on the route. That is a long way, thirty-five 
miles, forty-five miles out of Saint John, and the men I have talked to have 
taken the view that the use of Blissville as an airport for Saint John is out of 
the question. So what I am pressing you to do when you build after the war— 
and I am not quarreling with the decision to postpone this until after the war— 
but I am pressing that when you do build at Saint John that you build at 
Fredericton. I think you can find a site there very cheaply, and I would urge 
the city authorities to acquire a site. I do not think we are able to finance 
the building of a suitable airport, but we could go as far as the site, and we 
will do what we reasonably can, I am sure. We do not want to be left out of 
the picture. Now, I do not want to put it more strongly that that, but that, 
I think, indicates the position which we take. I may not be here, but whoever 
is here I hope will continue to press for this when the opportune time arrives. . 
I am not going to say more about it. That is a reasonable attitude to take. 

The CHarrMan: Gentlemen, this is very interesting information but actually 
Mr. Symington is the witness, 

Hon. Mr. Hanson: Yes, I know, but Mr. Howe is the boss; is not that right? 

Hon. Mr. Howe: No. 


The Cuatrman: I am not so sure about that. 


RAILWAYS AND SHIPPING 17 


Hon. Mr. Howe: The only boss is Mr. Symington. 

Hon. Mr. Hanson: I think I am right. There is one question I would like 
to ask with respect to new services. I understand that Pan American Airways, 
Mr. Symington, has recently been authorized to fly the route from Seattle to 
Alaska. That is a new route, is it not? 

Mr. Symincton: No, that has been operating since before the war. 


Hon. Mr. Howse: The only concession that has been made to them was made 
early in the war. They first operated the route with flying boats. 


Hon. Mr. Hanson: Who is the boss now? 
Mr. Syminetron: I want you to know— . 
Hon. Mr. Hanson: I am only using the expression facetiously. 


Mr. Symineron: Before the war Pan American operated a service to Seattle 
by flying boats outside of Vancouver island, which they can do without asking 
anyone’s leave, of course. As a matter of convenience they asked for the right 
to land and refuel in ‘Canada but net to take passengers to and from Canada. 


Hon. Mr. Hanson: So if a Canadian wants to fly up to Alaska he has to go 
to Seattle? 


' Mr. Symineton: That is one way. 
Hon. Mr. Hanson: I am not objecting to the traffic. 


Mr. Symineron: The other way would be to go on Trans-Canada planes to 
Lethbridge and fly up from there. 

Hon. Mr. Hanson: That is another route? 

Mr. SyMiInctTon: Yes. | 

Hon. Mr. Hanson: That is just a little concession for refueling? 

Mr. Symineton: Yes, on a temporary basis. 

Hon. Mr. Hanson: With reference to the extension which you suggested 
between Winnipeg and Edmonton via Saskatoon, is there any service between 
Winnipeg and Edmonton to-day? 


Hon. Mr. Howe: No: 


Mr. Symincton: Not direct, there is a service from Edmonton to-day to 
Lethbridge and then north from Lethbridge to Edmonton. 


Hon. Mr. Hanson: What service is that? 
Mr. Symineton: T.C.A. 

Hon. Mr. Hanson: You have your own service via Lethbridge? 
Mr. SyMIneToN: Quite so. 


Hon. Mr. Hanson: You are proposing to establish what would be more or 
less a direct service? 


Mr. Symincron: A direct service; if you will look at the map you will see it 
will be by all odds the shortest line from New York to the Orient. In addition 
to that, it is like the railway, it is a second mainline across Canada. 


Hon. Mr. Hanson: Now, is that to be postponed too until after the war? 


Mr. Symincton: No, no; neither of them is going to be postponed until after 
the war as far my understanding goes. 


Hon. Mr. Hanson: You have your wires crossed, have you? 
Mr. Symineton: Not a bit. 
Hon. Mr. Hanson: Then I did not understand Mr. Howe. 


Mr. Syminecton: As J contemplate we shall operate just as soon as the 
transport department get the necessary field at Blissville and the communications, 
which I believe will be this summer. With respect to eastern air communication 
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there is a landing at Blissville as a temporary measure for the convenience of 
Saint John and Fredericton, if they can fly by the maritimes. 

Hon. Mr. Hanson: Well, so I got my wires crossed. 

Mr. Syminaton: You see, I am not being bossed. 

Hon. Mr. Hanson: Well, we will have to let that pass. 


Mr. Hanson (Skeena): While we have the minister and Mr. Symington 
here I should like to be informed on certain matters. We have airports in 
Edmonton, Prince George, Smithers and Terrace. Last year you did something 
with regard to an airport for Prince Rupert. You had three sites surveyed, and I 
understand an appropriation was made to have a port there. What happened to 
that? Has anything been done? I do not know whether the minister or Mr. 
Symington can answer that question? 

Mr. Syminaton: It is not my funeral. 

Hon. Mr. Howe: I cannot say. There was a project under consideration for 
building a small airport at Prince Rupert. It was dropped on account of the 
very great expense of the project and also due to the lack of labour in that 
vicinity. There was a very tight labour situation at the time. When it will be 
reconsidered as a safe air project, I cannot say. 

Mr. Hanson (Skeena): There is only a flight of 100 miles to the popula- 
tion on the coast. It seems to me that project should be given careful considera- 
tion because Prince Rupert is an important city, from every point of view. 

Hon. Mr. Howr: Of course, you have a fine highway from Prince Rupert 
to Terrace, 100 miles. 

Mr. Hanson (Skeena): My namesake was criticizing the thirty-five miles 
to the airport in his district. 

Hon. Mr. Hanson: I have not got a fine highway. 


Mr. Hanson (Skeena): I would like to ask minister if the project is | 
abandoned for the time being? 


Hon. Mr. Howe: It is abandoned as a military project, yes. 
Mr. Hanson (Skeena): For the time being there is nothing being done? 
Hon. Mr. Howe: Yes. 


Mr. McCuiuocu: I understand that the Maritime Airways in Prince 
Edward Island want to use the New Glasgow Airport as a mail project. between 
Moncton, Charlottetown and New Glasgow, and they are quite willing to make 
a daily trip, and I understand that the post office authorities are quite willing 
to give them a contract for the mail at the same rate as they are giving to the 
Magdelen islands. I was wondering if there is any data on that? 


Hon. Mr. Hown: That, of course, is a project that was started in a small 
way before the war. It has not been the policy of the Department of ‘Transport 
to ask for appropriations for the building of purely civilian airports during the 
war and the advancement of civil aviation will have to wait until after the 
war. Another reason is the lack of equipment and lack of personnel. With 
regard to that airport, it was definitely the intention before the war to give 
an air service to New Glasgow, and I think that will be one of the first projects 
to be revived after the war. 


Mr. McCuntocu: The field is ready now for landing of small planes 
as far as mail is concerned, probably with a very small expenditure to fix 


up the ends of the field, and there has been some money spent on it—lI suppose 
$50,000 or $60,000. | 


Hon. Mr. Hown: Had it not been for the war there would have been an 
airport there now. 


Mr. McCuttocu: We can expect the mail to go there probably within 
a very short time? 
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Hon. Mr. Hows: After the war, anyway. 

Hon. Mr. Hanson: Might I clean up the local situation. I will refer to 
P.C. 6256 dated August 6, 1943, which designated the service from Montreal 
to Fredericton and Saint John, Saint John, Halifax, and so on; that Montreal, 
Blissville, Halifax and Sydney be designated as a line of airports to be organ- 
ized and maintained by Trans-Canada. Now, according to what Mr. Symington 
has told us it is the intention to put that into operation before the war is over 
or as soon as proper facilities are available—facilities such as the beam system 
and the aircraft. But with respect to Saint John it is not the intention to 
build the airport until after the war and then Saint John will be a regular port 
of call when the new airport is built and established? 

Mr. Symincron: That is not my statement; that is the minister’s. 

Hon. Mr. Hanson: The first part is yours. I just wanted to get the record 
straight so they will know what the position is in Saint John. That is sub- 
stantially correct? 

Hon. Mr. Hown: That is correct. 

Hon. Mr. Hanson: Thank you. 

Mr. Nicuotson: Did I understand you have ruled that I am not in order, 
Mr. Chairman? 

The Cuarrman: No. I have not made any ruling. If you will come to your 
point, I shall do so, 

Mr. Nicuouson: I had finished what I was going to say. I merely thought 
that it was important that the president should make some statement as to 
whether all the proper precautions which could reasonably be taken, as dealt 
with by Mr. Bennett when the bill was before the house, are being taken to 
make sure that we do not have the misfortune of competing Trans-Canada 
Air Services. ; 

Tur CHAIRMAN: The chairman has made a reply to that query already, 
has he not? ; 

Mr. Nicpotson: Mr. Howe did. 

The CuairMAN: Do you wish to press the matter any further? 

Mr. Nicuouson: The president said that it was government policy; but 
as I understand the duty of this committee, it is to hear the officials of the 
board once a year in order to find out whether or not they are carrying out 
government policy or the policy of parliament. I want to know whether the 
very large volume of requests coming from C.P.A. has resulted from T.C.A. 
failing to do their job. I should like the president to make some statement on 
that. 

Tur CHAIRMAN: I do not think you can expect the president to make 
a statement on government policy, because that is really none of his business. 

Mr. Nicnotson: I mean, as to carrying out government policy with regard 
to giving the most comprehensive transcontinental service as soon as the equip- 
ment is available. 

The CHatrMan: You are asking him if they are carrying out government 


policy as handed over to them. He might make a statement along that line. 


Hon. Mr. Hanson: That would seem to be in order. 
The CuarrMan: I think so, too. That is the way I would rule. 
Mr. NicuHotson: That is all I should like to have. 


Mr. Symincton: My answer to that is that we have carried out the services 
which have been put under the Trans-Canada Act by order in council or which 
are ordered to us by the government up to the extent to which they were ready 
to be operated. The lines authorized in the August 6th two orders in council— 
Blissville-Halifax-Sydney, and Winnipeg-Saskatoon-Edmonton-—have not yet 
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been operated although brought under T.C.A. lines, because the Department 
of Transport for Air has been unable to get the radio equipment and safety 
devices that were required in order to comply with what we considered safety 
operation. They will be flown in accordance with the instructions of the orders 
just as soon as the department of the government in charge of this tells us 
that these works are completed. 

Hon. Mr. Hanson: That seems to me to be a very reasonable position for 
you to take. | 

Mr. NicHouson: That is quite satisfactory. 

Hon, Mr. Hanson: I do not think anybody can question that. Is there 
any information you can give us or that Mr. Howe can give us as to when 
these facilities will be available, or do they not know? 

Mr. Symineron: I can only give you what the department have told me. 
Of course, we do not sit down on these things. The deputy minister is here. 
He can probably tell you because he is the source of my information. 

Hon. Mr. Hanson: I should like to have somebody tell us. 

Mr. Symineton: We anticipate, as I understand it, that the eastern ones, 
Greenwood and Copper Lakes, which are the radio station beams, will be 
completed, they say, in the month of May; give them another month, because 
one cannot tell about these things. 

Hon. Mr. Hanson: Where are these? 

Mr. Epwarps: They are practically finished. 

Hon. Mr. Hanson: Where are they? 

Mr. Epwarps: One is Greenwood, half way between Saint John and Halifax 
and the other is half way between Halifax and Sydney. 

Hon. Mr. Hanson: They are in the course of construction? 

Mr. Symineton: Yes. 

Hon. Mr. Hanson: They should be ready to go this summer? 

Mr. Epwarps: Yes. 

Mr. Emmrrson: May I ask a question of Mr. Symington having regard 
to something appearing on page 7 of the report. It says, “At Moncton, the 
expansion of hangar facilities will make it possible to offer an extensive program 
of maintenance and servicing to military aircraft operating in the area.” 

Mr. SyMiIncTon: Yes. 

Mr. Emmerson: What type of servicing is it at Lakeburn, that big plant 
of Clark-Ruse at which they are repairing, overhauling and rebuilding military 
aircraft. Facilities are there and have been developed, 

Mr. Symineton: All we know is that it is the headquarters of a bomber 
command of the R.C.A.F. They have asked us, as this building was being 
enlarged, if we could do some servicing of this bomber aircraft command, which 
we are doing for all the Atlantic routes where we could take care of it down 
there. That is, where they want us to do it, and we can get the men to do it, 
we try to do it. We are not seeking their business. 

Mr. Emmerson: There are facilities down there. 

ae SYMINGTON: The facilities at Moncton are not sufficient for the present 
work. 

Hon. Mr. Hown: I might explain that Clark-Ruse was set up to handle 
certain types of aircraft. It carries a complete line of spare parts for certain 
aircraft. There are various types of aircraft down there, and I think the story 
is that one particular type of aircraft is handled by Trans-Canada instead of 
by Clark-Ruse. That is only a temporary arrangement, of course. 


oe 
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Hon. Mr. Hanson: The question is becoming quite acute, because I under- 
stand Clark-Ruse is laying off 300 men at Lakeburn and the union alleges that 
these 300 men are local men while the Ontario crowd are being kept on. I 
have no doubt the minister has heard about that. 

Hon. Mr. Howe: Let us let Selective Service fight that out. 


Hon. Mr. Hanson: I should like you to look into that situation at Lakeburn, 
because, while I understand it is a private corporation and has the right, I 
take it, to employ or dismiss whomsoever it will, it is pretty difficult to ask 
300 local men to move out and see Ontario men left on the job. The minister 
might use his good offices to see if that situation can be corrected. 

Hon. Mr. Howe: I will be glad to look into the matter. 

Hon. Mr. Hanson: It is a rather sore spot at the moment. 


Mr. NicHoitson: On page 4 at the bottom of the page, mention is made 
regarding a decision of the Board of Transport Commissioners in connection 


with permission to carry passengers between Vancouver and Victoria. Would 


the president tell us what steps he takes when a decision of that sort is handed 
down or what can be done with reference to getting a decision of that sort 
reversed? I know the people who travel find it very inconvenient when they 
are told at Vancouver that they cannot travel by T.C.A. across to Victoria. 


Hon. Mr. Hanson: He can appeal to the Governor in Council. The law 
provides for that. 


Mr. NicHoison: Could the president answer the question? I should prefer 
to have the answer from him than from the leader of the opposition. 


Mr. Symineron: The situation under the present law is that the Board of 
Transport Commissioners decide on public necessity and convenience, and they 
said that in their judgment the passenger service was sufficiently served by the 
Canadian Pacific Air Lines and therefore they would only grant us the mail 


privilege in so far as that local traffic was concerned. That was the finding of 
the board. 


Mr. Nicuouson: Can you appeal that decision? 
Mr. Symineron: No, not in so far as we are concerned. The application 
is usually made, of course, by the municipality, and they can apply at any time 


to the board for reconsideration if they can show that public necessity and 
convenience do require that service. 


Hon. Mr. Hanson: You made this application, did you not? 
Mr. Symineton: No. | 

Hon. Mr. Hanson: Was it not you? 

Mr. Syminetron: No. _ 

Hon. Mr. Hanson: It was done by the municipality? 

Mr. SYMINGTON: Yes. 

Hon. Mr. Hanson: And they have not appealed? 

Mr. Symineton: No. 

Mr. Mayspanx: Who made the application? 

Mr. Symineton: Nobody has appealed it, in any event. 
Hon. Mr. Hanson: The application was made by the municipality? 


Mr. Symineton: I should like to verify that. I am not quite sure. We 
appeared there, certainly. 7 


Hon. Mr. Hanson: You were at the hearing. 
_ Mr. Symrneron: Yes. Our people were at the hearing. 


Hon. Mr. Hanson: I suggest, Mr. Chairman, that we should get along 
better if we did not jump around so much. I should like to go through this 
thing seriatim. ee 
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The CuamrMan: Well, it is before you. It is in your hands. 


Hon. Mr. Hanson: Coming to the next paragraph, government wartime 
trans-atlantic service, I should like, for purposes of information, to ask if that 
is a purely government service and T.C.A. is the agent, or is T.C.A. operating 
that on its own? It would appear to me it is a purely government service? 


Mr. Symineton: It is a purely government service in the sense that the 
government owns the planes,—government accounts. The accounts are not in 
here at all. We are under orders from the government as to what to do with 
the planes. All we do is operate them. 

Hon. Mr. Hanson: The purpose is to provide a service for the purposes 
indicated? 

Mr. SYMINGTON: Yes. 

Hon. Mr. Hanson: That has arisen out of the war, Mr. Howe? 

Hon. Mr. Howe: Yes. 

Hon. Mr. Hanson: I have no objection to that. There was a question I 
wanted to ask. Would it be in order—and if it is not in order I do not want 
to press it—to tell us what the United Kingdom terminal is of that service? 

Mr. Syminecton: Prestwick. 

Hon. Mr. Howe: I do not think that should be put in. 

Hon. Mr. Hanson: I think the whole world knows it. 

Mr. Symineton: There is an article in the Saturday Evening Post about it. 

Hon. Mr. Hown: It used to be taboo. 

Mr. Emmerson: The Ireland base is only used by Pan-American? 

Hon. Mr. Hows: It is used by all flying boats; that is Pan-American and 
American Export. 

Mr. Symineron: All land planes are at the other place. 

Hon. Mr. Hanson: The next paragraph is a very important paragraph. 

Trans-Canada Air lines, as the sole Canadian agency designated by 
the government to operate international air services, awaits with interest 
the results of conferences between governments on matters affecting 
world air policy, and the completion of international agreements with 
regard to these services. 


I understand Mr. Howe and Mr. Symington attended the conference in 
London. I have never yet seen any publicity given, or any report made by 
them. Are we entitled to hear from these two gentlemen on that question? 


Hon. Mr. How: That, Mr. Hanson, is purely a matter for the House 
of Commons. Mr. Symington attended at the conference not as a representative 
of Trans-Canada but as a delegate of the government of Canada. He did not 
go as a representative of Trans-Canada. | 


Hon. Mr. Hanson: When is he Dr. Jekyll and when is he Mr. Hyde? 
Mr. Symineron: I do not think there is any Dr. J ekyll in it. 


Hon. Mr. Hanson: Were there any other representatives of Canada or 
Canadian interests at that conference? 


Hon. Mr. Howr: Mr. John Baldwin was there representing External Affairs, 
and Mr. Massey. 


Hon. Mr. Hanson: Mr. Massey representing the government. 
Mr. Symincron: And Mr. Symington representing the government. 


Hon. Mr. Hanson: There was no representation of private enterprise at 
that conference? 


Hon. Mr. Howr: No, from anywhere. 
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Hon. Mr. Hanson: Am I to understand that this committee is not entitled 
to hear any report as a result of that conference even though Mr. Symington 
refers to it in his report? 


Mr. Symineton: I do not. 

Mr. Mayspanx: Where is it in this report? 

Hon. Mr. Hanson: I read the paragraph. 

Mr. Maysanxk: Where is there anything as to the result of the conference? 
Hon. Mr. Hanson: He referred to it in his report. 

Mr. Symineton: No. 


Hon. Mr. Hanson: He and the minister were the main representatives. 
I suggest we are entitled to some report. 


The CuHairMAN: What page are you on? 
Hon. Mr. Hanson: Page 3 of the report. 
Mr. Hanson (Skeena): It should be in the House of Commons. 


Hon. Mr. Hanson: You take that view. I take the view that because it 
is referred to in this report it is a matter for discussion here. I think 1 am 
in order. I have not any doubt of it. 


Mr. Hanson (Skeena): You are always in order. 
Hon. Mr. Hanson: I hope so. 


Hon. Mr. Hows: The position of Trans-Canada is quite clear. It says 
it awaits with interest. 


Hon. Mr. Hanson: I understand that, but nevertheless the president of 
Trans-Canada and the former Minister of Transport, who is still, as I assume, 
directing Trans-Canada, were the official delegates. We have not had any 
report. Are we to get one? 


Hon. Mr. Howe: That is a matter for the House of Commons, is it not? 
Hon. Mr. Hanson: I would not think so. 


Hon. Mr. Hown: I was expecting to debate that long before this but you 
were not ready. 


Hon. Mr. Hanson: I was ready. However, what you are telling me, if 
I read between the lines, is that you are going to make a report to the House 
of Commons. I am quite satisfied. 


The CuarrMAN: Next paragraph. | 

Hon. Mr. Hanson: I should like for the purpose of information to ask a 
question or two about the basis of compensation for the carriage of mail. 
Perhaps we ought to have that picture up to date from the beginning. Was 
it always on the basis of plane miles and not poundage? I am not familiar 
with it. That is why I ask. 

Mr. Symineron: Always has been the same; the contract is on statute. 

Hon. Mr. Hanson: Based on a statute? 

Mr. Symineron: Based on a statute. 


Hon. Mr. Hanson: And the underlying principle there is that it is based 
on plane miles?’ 


Mr. Symineton: Plane miles flown. 

Hon. Mr. Hanson: Not on weight? 

Mr. Symincton: Not on weight at all. 

Mr. Maypank: Each change we have made has necessitated a change 
in the statute, has it not? 

Mr. Symincton: No. 


Mr. Maypank: I thought the price was set in the statute and each time 
a change has been made the statute was altered? 
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Mr. Syminaton: There was a temporary price set for the first two trial 
years. Then it was fixed upon the results. The result has been that the price 
has dropped from 68 cents to 42 cents. , 

Mr. Mayspanx: I thought we changed the statute at that time. 

Hon. Mr. Hanson: I think there was something. 

Mr. Maypanxk: Imay be wrong. s 

Mr. Symincron: I do not think in that respect. 

Mr. Jackman: Is the plane miie rate going to be lowered for 1944 because 
of the results in 1943? 
Mr. SymMineron: Yes, it will be lowered, but not very much. As you see, 
our profits are only $187,000. 2. | 

Hon. Mr. Hanson: Of course, your operating expense have just leaped. 

Mr. Symineton: I expected to be asked about that. 

Hon. Mr. Hanson: We are going to ask you a lot later. 

Mr. JackMAN: Was there any complaint on the part of the Post Office 
in regard to the contingency reserve you set up out of last year’s operating 
account which was resulted in a lower operating profit? 

Mr. Symineron: Yes, the Post Office Department questioned it, and the 
matter was taken up in great detail as to the reasons which are perfectly under- 
standable 11 you want them explained to you. The policy of other airlines, 
American and others, was shown, and after a very thorough investigation they 
withdrew their objection and thought it was a proper charge. 

Hon. Mr. Hanson: What is the basis now? 

Mr. Symineton: The basis is that because of war conditions Trans-Canada 
is carrying today in inventories ovec $1,000,000 when they would ordinarily. 
carry probably $400,000. You have to ensure you are going to run your planes. 
Now, as you retire your planes in a certain number of years the inventories 
and parts are taken out if there is anything wrong with them, they are re-fixed 
and they are put back into inventory at a written-off amount, but ultimately 
some time that inventory, understandably large because of the war situation, 
from obsolesence, and so on, is going to be worth«a great deal less money 
because the planes for which they were bought will be out of commission. 
Therefore we figured that a 20 per cent reduction because of war costs, the 
extra amount we had to carry for safety, should be written off. It amounted - 
to $218,000, much less than American lines are doing. I intend to submit another 
$218,000 this year. The Post Office will probably object. It will be gone into 
and right, according to good business ‘principles, will be done. That is about 
the situation. : | . 

Hon. Mr, Hanson: You have made that quite clear to me. It is because 
of the inability to get supplies and the high cost of producing supplies that 
you have adopted this policy? ; 

Mr. Symincton: Quite so, and it is a safe business policy. . 

Hon. Mr. Hanson: Are we still above the American mail subvention, and 
if so, how much? 


Mr. Symineron: As I told you last year that is always a difficult question 
to answer. We are above. They are on a poundage basis. Our .94 mills which 
we reached in December is above .certain lines, the lines running between 
thickly populated. places. It is less than smaller lines. As to the average | 
would say that they are probably below us some, but not very much. 

Hon. Mr. Hanson: In other words, you say it is because of the density 
of traffic? Is that the right term? 


Mr. Symineton: Density of traffic, yes. 
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Hon.’ Mr. Hanson: We often hear that term. Railway people use that 
term a good deal. Because of the density of traffic in the United States as 
compared with ours, ours has to be higher? 

Mr. Symineton: That is the answer. 

Hon. Mr. Hanson: And that will probably continue, Mr. Symington, will 
it not? 

Mr. Symineton: Well... 

Hon. Mr. Hanson: In a measure? 

Mr. Symincton: It may: We have tried to figure out what density of 
traffic we would have to have in the number of trips to carry mail free some 
day. That can be worked out. 

Hon. Mr. Hanson: That will be the millennium. 

Mr. Symincron: But, of course, we are always up against the fact that 
we pay very high duties on all our equipment and all our supplies. They cost 
us a great deal more than they cost them. There 1s also the fact we cannot 
ever handle except four engine planes as big planes in Canada as in the United 
States because we have to be able to fly to Winnipeg and perhaps farther from 
Toronto without landing because of our peculiar climatic conditions. We 
could not use the big plane that they use in the United States today. They 
have not got the range or speed for our particular characteristics. 

Hon. Mr. Hanson: They have not got what? 

Mr. Symincron: Neither the range nor the speed. 

Mr. Maysank: Dealing with the operating expenses you have mentioned 
you have increases in revenue but the increase in operating expenses is not 
proportionate. 

Mr. Symincton: It is greater. 

Mr. Maypank: Revenues, $2,042,183 and expenses, $2,346,503; what is 
the explanation of that? © 

Mr. Symineron: I think that is a very proper question, and | am prepared 
to answer it. On the face of it, the increased expense is out of line with the 
additional revenue. Our revenues increased by 28 per cent and our expenditures 
by 35 per cent, and that should be explained. 

There are many factors which enter into the analysis:— extensions in 
route mileage; additional flights on existing routes; decrease in mail pay per 
plane mile. 

Mr. Maypanx: What is that last one? 

Mr. Symincron: Decrease in mail pay per plane mile; our rates went 
down last year. Decrease in express rates to T.C.A. under revised divisions 
with the express companies; they found they could not do business at the 
25 per cent for collection, distribution and so on and the new contract provided 
for 33 per cent. Enlargement of service rendered on repair and overhaul of 
engines, propellors and instruments for the: R.C_A Bi. and. for the B.O.A.C.; 
additional depreciation and insurance on the six new Lodestars added late in 
1942 and the increased valuation of 14s converted to 14.08s; the cost of living 
bonus, less experienced ground personnel, pension costs, creation of a reserve 
for post-war inventory adjustment. 

Mr. Maysank: Would you just stop there? As to less experienced per- 
sonnel that actually added to the cost in what manner, in increases of personnel? 

Mr. Syminaron: Increase of personnel. Naturally selective service or the 
war has taken a lot of our best men. We have to take less experienced personnel 
and break them in. A great many women came into the shops. They are very 
good people but they need training and it takes time and expense. 


Mr. MAYBANK: Is there an increase of women? 
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Mr. Symineton: Yes, there is 5 per cent more women. 
Mr. Maysank: And relatively more personnel, anyway? 
Mr. SYMINGTON: Yes. 

Mr. Maysanx: On account of inexperience. 

Mr. SYMINGTON: Yes. 4 
Mr. Maypanx: I do not mean because of the increase of traffic. I mean 
by reason of inefficiency do you have to have more? Did you add to your wage 
bill that way? 

Mr. Symrneton: Yes, and add to that the fact that the help was not as 
experienced as it was before, the training of them. 

Mr. Mayspanx: I broke in on your statement. 

Mr. Symineton: Would you let me finish it? 

Mr. Maypank: Yes. 

Mr. SymMincton: —less experienced ground personnel, pension costs, creation 
of a reserve for post-war inventory adjustment and the additional expense inci- 
dental to the large number of priority passengers carried. 

Hon. Mr. Hanson: Why would that be, they pay the same rate? 


Mr. Symincton: With the deplaning of passengers, Mr. Hanson, the paper 
work, the telephone work, the personnel work, the administrative work increases 
tremendously; all the time you have got to practically wet-nurse these people so 
as to keep them satisfied that they were really put off the plane for war purposes, 
that they were not being militated against; so it actually increases your traffic 
staff by very large numbers to take care of people who have to be deplaned—for 
instance, in respect to the arrangement for them to go on trains or to get there 
otherwise, and it has added substantially to our operating costs. 

Hon. Mr. Hanson: That is understandable. 


Mr. Symineron: We must allow for the amount of $244000 added to the 
insurance reserve during the year. Some of the factors help our financial results, 
others do not. I do not think it would be helpful to the committee if I were to 
attempt to say how each of these things added to or subtracted from our net 
results, nor is it necessary, . 

In my opinion the complete answer lies in the fact, mentioned in the report, 
that payment to the company for the carriage of mail is based on plane miles 
flown and not on the poundage carried. 

Our passenger traffic increased in volume 34 per cent and in revenue 37 per 
cent; express increased in volume 126 per cent and in revenue 91 per cent; excess 
baggage increased in volume 67 per cent and in revenue 104 per cent; mail 
increased in volume 61 per cent and in revenue only 9 per cent. 

There was a decrease in the rate per plane mile from 45-57 cents to 42-90 
cents. This decrease in rate reduced our revenue by $216,000 and of course is 
not offset by any reduction in expense. That is in plane mileage. 

Mail poundage increased by 61 per cent. Now I do not suggest our mail 
revenue should have increased 61 per cent. If it had we should have had an 
additional $1,655,000 of revenue which would have carried through to net income. 
Pounds carried is not the best yardstick. Mail may be carried from Montreal 
to Ottawa or it may be carried from Montreal to Winnipeg or Vancouver. We 
should use mail pound miles which takes account of both volume and distance. 
Using this yardstick the increased: volume was 43 per cent and had we had a 
corresponding increase in revenue our results would have been $1,077,000 better 
than they were. Now again please do not misunderstand me. I am not suggest- 
ing the post office should increase the mail rate. The rate is governed by the mail 
contract which is not in question. What I am explaining is why our revenues 
have not increased proportionately with our expense. The committee will under- 
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stand of course that to handle this large increase in mail necessarily means a 
large increase in expense. It also reduces our passenger revenue because in these 
days when the lanes are carrying their maximum loads an increase in mail means 
the deplaning of one or more passengers. People sometimes wonder how it is 
passengers are refused passage when there are vacant seats in the plane. The 
answer generally centres around the weight of mail and fuel which must be 
taken aboard. Planes, ike ships, have their loading marks which must not be 
exceeded. We made an analysis of this in the month of December and found the 
amount of passenger revenue lost because of heavy mail loadings amounted to 
between $50,000 and $60,000. 
Hon. Mr. Hanson: You have a case against the post office, haven’t you? 


Mr. Symineron: As I say, I am not criticizing. That is all right. That is 
controlled in this Act and we are not complaining about that. We have a 
contract with the government and it is a good contract. In other words, the 
burden shouldered by us creates a benefit for some other department and in this 
case the beneficiary is the post office department, which is a department of the 
government. 

And now, it would be interesting to you I think to hear how this compares 
with the earnings of the post office department relative to last year on the same 
basis on which it was computed; on the basis originally outlined to this committee 
in 1941 by Mr. Coolican, in which it was agreed that there were fifty letters to 
a pound and he took the figure of two cents a letter to cover the ground handling 
costs. That was the basis which we have always given this committee—and 
I will tell you this, that I think it may be too fair to us and not fair enough 
to the post office; but, taking it on that basis, the postal revenues for the year 
for mail carried by Trans-Canada was $12,634,659. They paid us $3,515,807. 

Hon. Mr. Hanson: They are making money I would say. 


Mr. Symineton: Which leaves a balance of $9,118,852. Now, if you deduct 
from that the two cents a letter for their overhead, ground work and so on, 
$3,726,607; that leaves them a profit of $5,892,245 and a distribution of two 
cents on their overhead. 

Hon. Mr. Hanson: Are you taking into account the one cent extra? 

Mr. Symineton: The one cent extra, and that meant a million for them on 
that and I understood the post office get that. I have the figure here of the 
increase in postal rates. This is as from the 4th of April, 1948, and it accounted 
for $1,454,000 of the profit of $5,392,000. 

Hon. Mr. Hanson: That accounts for it. 


Mr. Syminaton: And now, the post office department dealt with that 
subsequently, although that was their original choice, it was not fair to them; 
and the postmaster general (Hon. Mr. Mulock) discussed it during the amend- 
ment to the Special War Revenue Act in the House of Commons on April 5, 1943, 
and claimed that because of certain duplication and to the fact that mail origin- 
ating outside of Canada brought them no revenue—and I say that is their busi- 
ness and not ours—that therefore they carried certain mail from outside of the 
country for which they received no direct revenue— 


Hon. Mr. Hanson: But they ae a quid pro quo through the international 
‘postal agreement. 


Mr. Symineton: Then epee into account a further 30 per cent allowed 
for possible duplication of routes—that is cases where mail may be diverted 
from one route to another—that figure is reduced from $5,392,000 to $2,719,829. 
First may I say in comparing the two years, taking them as indicated first, a 
profit of $5,392,245, their additional profit from that source in the year 1942 
was $1,407,702. And in the second case, instead of being merely $719,829, a was 
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$1,321,573. By either test they have increased their profits from air mail as 
between the two years by over a million dollars, do you see, 

Hon. Mr. Hanson: Yet on the basis of operating revenue of $9,379,501 at 
miles flown of 8,963,786 the revenue air mail is 1-04, that is the gross air mail 
revenue; and 37 per cent of that is -429 per mile, leaving you an operating revenue 
of -61 cents per mile; a very substantial amount of your revenue still comes 
from mail? 


Mr. Symineton: It is now 38 per cent and it is constantly getting less. Last | 


year it was 44 per cent I think while to-day it is 38 per cent. 

Hon. Mr. Hanson: I had it figured out at a little less than 37 per cent. 

Mr. Symineton: I think it is 38 in the report—yes, it is 38 per cent. 

Hon. Mr. Hanson: Is 37 percent right? 

Mr. Symincton: Yes. 

Hon. Mr. Hanson: Therefore a very substantial part of your revenue comes 
from air mail. 

Mr. SyMinctTon: 37 per cent. It started at 80 per cent and now it is down to 
37 per cent. How much further down it will get I do not know. But you see 
under the scheme, the frame work, whatever we earn adds a benefit to the post 
office. We do not make anything. | 

Hon. Mr. Hanson: And it is somewhat at the expense of the travelling 
public. 

Mr. Symineron: Under the Act, Mr. Hanson, we must apply the same rates 
as our competitors to the south. It is provided for in the Act which leaves us 
exactly the same as the United States rates, and far below our competitors in 
Canada. 

Hon. Mr. Hanson: You mean passenger rates? 

Mr. Symineron: That includes passenger, express and everything; it is on 
the same competitive basis. 

Mr. Maypanxk: Does that include tax on your tickets? | 

Mr. Symincton: Including tax, did you say—I do not know that I under- 
stand your question. ) | 

Mr. Mayspanx: I say the rates—naturally it has nothing to do with taxes. 

Mr. Symineron: We charge so much a mile say on a run from Winnipeg 
to Vancouver, the same as they charge across the line for the same distance 
across the continent for mileage; that is the reason why we claim that we can 
carry them from Seattle to New York cheaper than they can, because ours is a 
shorter line. 

Mr. Maypanx: And of course they have a tax and you do not, 

Mr. Symrtneton: Well, of course, that is a matter which I do not suppose 
we ought to discuss. My contention is that both we (air lines) and the railways 
are paying 100 per cent tax because we make nothing. : 

Hon. Mr. Howe: All their earnings go as taxes. 

Mr. Maypanx: You could never convince me of that, Mr. Howe. 

Hon. Mr. Howe: I beg your pardon? : 

Mr. Maypanx: My reference to taxes was relating to rates; I buy a ticket 
from here to Winnipeg and I pay so many dollars and then added to that is 
a tax; what I was trying to get at is they may charge the same rates, and does 
that take into account any additional taxation? 

Hon. Mr. Hown: Yes, there is a flat rate fixed by C.A.B. Board over there 
and by our Board of Transport Commissioners in Canada. . | 
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Mr, Maypann: - But actually is it not more expensive for a pessenger to 
arrange transportation over your line from Moncton to Vancouver than it would 
be for him to fly say from Detroit to Seattle on the American side? 


Mr. Symineron: I think not. 

Hon. Mr. Hanson: They have a tax on their ticket? 

Mr. Symineton: They have a tax too. 

Mr. Mayzpank: And it works out the same way as to the price they pay. 

Saye Nicuoxtson: Is not their rate 10 per cent tax compared to our 15 per 

cent! 

Mr. Symineton: It is slightly less, I am not sure about the figures. I think 
it is the other way around; I think theirs is 15 per cent and ours is 10 per cent. 

Hon. Mr. Hanson: Ours is 15 per cent. 

Mr. Symineton: Then theirs is 15 per cent now. 

Hon. Mr. Hanson: Is it? 

Mr. Symineron: Yes. 

eae Maysank: Isn’t that right, isn’t their rate on transportation 15 per 
cent! 

Hon. Mr. Micuaup: I do not recall, I could not tell you that at the moment. 

Mr. Nicuouson: I think ours is 15 per cent and I think it is 10 per cent 
in the United States. — 

Mr. Cooprr: It is 15 per cent in the United States. 

Mr. Symineton: Yes, I think it is 15 per cent in the United States. 

Mr. Jackman: Apparently the passenger rates on the T.C.A. are supplying 
a considerable proportion of your revenue, because there is an over-all profit 
on the line; if the postal rate goes down each year how are you going, in fairness 
to the travelling public and in fairness to the air mail public, how are you going 
to arrive at a fair rate for passenger service on the T.C.A.; are you guided 
entirely by the operating rates in the United States? 

Mr. Symineton: No. The Board of Transport Commissioners fix the rates 
that are maximum. The rates are fixed by them. 

Hon. Mr. Hanson: By statute. 

Hon. Mr. Howe: The Trans-Canada Act provides that the rates shall be 
competitive with the rates of parallel lines in the United States. 

Mr. JackMAN: Are they maximum rates? 

Hon. Mr. Howe: It provides that the basic rates shall be competitive. 

Mr. Maypanxk: Then apparently the Trans-Canada Air Lines cannot lower 
their rates unless there is a corresponding decrease in rates of the parallel line 
across the country to the south? e 

Hon. Mr. Howe: That is right. 

Hon. Mr. Hanson: Is that correct; does it have to be comparable with a 
comparable service in the States? 

Hon. Mr. Howe: Yes. 

Mr. Jackman: And are the rates which are applied maximum rates or the 

minimum rates? 

: Mr. Symrncron: That again is a question which you will have to leave to 
the Board of Transport Commissioners or somebody outside of us. The Act 
sets forth that our rates must be comparable—and, by the way, we have no 
objection to that—we file our rates with the board and they approve of them. 

Hon. Mr. Hanson: You say they approve of them? 

Mr. Syminecton: They approve of them. 
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Hon. Mr. Hanson: And there is no decision that governs the point I have 
raised? 

Mr. Symineton: No. 

Mr. JacKMAN: Is the statute based on some international agreement, that 
our rates be parallel to the American? 

Hon. Mr. Howe: No, no. 

Mr. Symineton: When we started operating this line nobody knew anything 
about the operation of air lines in Canada, except that we did know that we 
were just a small country with a small orignating population; and as this was 
a government operation they protected themselves by saying that our rates were 
to be comparable to similar lines in the United States. 

Hon. Mr. Hows: The Act reads this way:— 


For the transportation of passengers and goods by the corporation 
at tariff charges on a competitive basis with other similar transportation 
services in North America. 


Hon. Mr. Hanson: If they reduced their rates you would be entitled 
to reduce yours and vice versa? | 

Hon. Mr. Howr: We would have to. 

Hon. Mr. Hanson: Is there a table here which shows a breakdown of these 
operating expenses? 

Mr. Symincton: I can give you a breakdown of anything you can possibly 
ask for. 

Mr. JAcKMAN: Before we leave this matter of rates, from the standpoint 
of public services is it better to try to make the mail rates as low as possible 
to the post office or should one deal fairly with the passengers who are also 
making the service cheaper? What are the pros and cons that the manager of 
an airline should consider? : 

Mr. Symrincton: It is inherent in the Act. I think that there might come 
a time when the mail rates might get too low, but it has not reached there yet. 
The criticism has been the other way. And if Canadian Air Lines is able 
to put in lower rates than the air lines that run through the much more 
productive country to the south, why it would be a very commendable enterprise, 
and I do not think we need to worry about it at the moment. I should say 
that we have not reached that stage, but if we give comparative rates with 
what the competitive people to the south do as to the matter of passengers 
we are doing pretty well. 

Mr. Nicuoutson: If the volume of mail continues to increase will the 
situation which was described for November, when there was a loss of many 
thousand “dollars as a result of carrying so much mail—if the volume of mail 
increases what will be the result? 

Mr. Symineton: The answer, of course, is that in that time we hope to be 
able to get more equipment in which case we will meet and carry everything 
that is ordered. 

Mr. NicHouson: I understand from these figures that had you been able 
to leave some of the mail behind and carry passengers to your full capacity 
you would have had $40,000 additional revenue for the month? 

Mr. Symincton: Yes, $50,000. It was December I referred to, and, of 
course, the Christmas mail was very heavy during that week. Instead of 
carrying fourteen passengers on a plane for many of the trips in fact we put 
on a stop order and we only took four people because we were carrying so much * 
mail, and mail has precedence. and pronerly so. 
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Mr. Mayzank: If you have fourteen sacks of mail extra you do not get 
anything extra for that. You might carry two or three passengers, but that 
is a loss. 

The CuarrMan: Is there no limit on your poundage of mail? 

Mr. Symrneton: Twelve hundred pounds. 

Mr. JAcKMAN: I suppose the business needs of the country are greatly 
increased around Christmas time. I think the policy should be examined. I 
suspect that the great increase in mail poundage all through the Christmas 
period is due to greeting cards. | 

Mr. Symincron: I do not know. It is the spirit of goodwill, anyway. 

Mr. Jackman: I think there are many people who need to travel at that 
time too. | 

Mr. Symineton: The travel is goodwill travel too. It is Christmas travel. 
I have only given you the facts and figures. 

Mr. JackMAN: Some of the dollar a year men might have wished to go 
home. That is a war effort. 

Mr. NicHoutson: When you are carrying 1200 pounds of mail what is the 
maximum number of passengers you can carry? 

Mr. Symincron: That depends upon the length of the run you are making 
because distance involves the carrying of more gasoline. 

Mr. Nicuouson: From Toronto to Winnipeg? 

Mr. Syminaton: From Toronto to Winnipeg, 1,200 pounds of mail? We 
would not take many passengers eight out of fourteen, probably. 

Hon. Mr. Hanson: There is an item here: Operating expenses, $8,974,000 
on page 4. Is that the sum total of the tables on pages 11 and 12? 

Mr. Symineton: Yes, those are the details of that. 

Hon. Mr. Hanson: We will come to this a little later on. I would like 
to ask you a question with regard to the personnel in relation to the number 
of planes you operate? 

Mr. Symineron: Item 601, page 11—is that where you are? 

Hon. Mr. Hanson: No, I am coming to the question of personnel. 

The CHatrMAN: I think we had, better adjourn now, gentlemen, with the 
understanding that we will meet at 4 o’clock if the house gives us permission 
so to do. 


The committee adjourned at 1 o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 

The CuatrMAN: We have a quorum. We shall proceed from where we 
left off this morning. 
Mr. JackMAN: Where was that? 
Mr. Symineton: J had given my explanation of the increased expenses. 
The CHarRMAN: Page 10, was it? 
~Mr. Symineron: Yes, the increased expenses. 
Mr. JAcKMAN: I suppose ordinarily in operating a line such as this you 
would expect that, with increasing volume, you would be able to carry a larger 
part of the gross to net; that is, under ordinary circumstances. The law of 
increasing return would apply rather than that of diminishing. 
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Mr. Symrneron: Well, generally so, yes. But of course, if you have to carry 
mail as is required under the particular circumstances in this case—_ 

Mr. JACKMAN: Your costs have gone up. The point is that your costs have 
gone up at a faster percentage than your revenue? 

Mr. Symineton: Yes. That is because we have provided capacity, gasoline 
and everything else for the carriage of a 61 per cent increase in mail and have 
not got anything for it, so that the capacity has been non-remunerative capacity. 


Mr. Jackman: If this were a private company, would you agree to the 
terms embodied in the present post office contract? 

Mr. Symineton: Only if it were a non-profit company. 

Mr. JACKMAN: Yes. It is an unreasonable type of contract, is it? 

Mr. Symineton: It just depends on how you put it. The benefits of the 
contract go to the government who own the line, that is all. It does not make 
any difference to us. It cannot make any difference. We do not get anything 
anyway. 

Mr. JAcCKMAN: I appreciate that. But for the purpose of comparison, so 
that the taxpayers will know whether or not you are succeeding or slipping back, 
it might be well if you would show a net increase in surplus or a decrease, rather 
than have it go through another channel, though eventually to the same source, 
namely the government. 

Mr. Symineton: It may be so. But there is not any question, Mr. Jack- 
man, as far as I can see, that this line has produced more results this year for 
the money spent than it ever. has. 

Hon. Mr. Hanson: Just what do you mean by that? 

Mr. Symineton: I mean, it has given more service, has been better operated 
than it ever has been. 

Mr. JAckMAN: That is a general statement; and we cannot quarrel with 
it, I do not suppose. 


Mr. Symineron: There are many obvious things that show it. For instance, 
we have run 1,800,000 more miles of mileage and our gasoline bill is not up 
anything like that. We are operating more efficiently, even with older planes. 
If you operate your machinery the way we have had to do, because we have 
not been able to get new planes, it means a great deal of maintenance. If you 
operate under the rules of running an air line, after so many hours in the air 
you give it what is called “check No. 4”, and after so many more hours you 
give it check No. 5, check No. 6 and check No. 7, which means taking a plane 
completely apart and putting it together again. If you are running your 
machinery to capacity the way we are, you have to have these checks so much 
more frequently that it takes a great deal of maintenance to do that. 


Mr. JACKMAN: Oh, yes. 


Mr. Symineton: So that your maintenance costs naturally are up. At the 
same time when you are operating your equipment to the extent that we are, 
and the plane is either full of people, full of mail or full of express, of course 
you are getting a better result—it must be so—in the ultimate value of the 
service you render for that amount of money. 

Mr. Jackman: Have you any figures showing the percentage of use to 
capacity of the flights? 

Mr. SYMINGTON: Yes, we have. It is one of those things which is com- 
paratively relative. It is 83 per cent. That, of course, arises because you do 
not carry 100 per cent from Vancouver to St. John’s, Newfoundland, because 
you are dropping off and taking on. 

Hon. Mr. Hanson: It would appear to be a fair average. 
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Mr. Symineron: Oh, very high, Mr. Hanson; very high. It could not be 
much higher. | | 

Mr. Nicuouson: It is 83 per cent this year compared with 74 per cent last 
year. 

Mr. Symineton: Yes. 

Mr. JacKMAN: What page is that? 

Mr. Nicuouson: Page 10. 

Hon. Mr. Hanson: It shows too that the people are going to use it more 
and more all the time. ~ 

Mr. Symineton: Mr. Hanson, if we had the planes, I could not hesitate 
a minute in having four trans-Canada services; and between Montreal, Ottawa, 
Toronto and Windsor, I would have at least six, and I am perfectly satisfied 
I could fill them full. 

Hon. Mr. Hanson: Yes. Of course that just means that there would be 
room for private competition to start up competitive lines. That is all that 
means. 

Mr. Symineton: I do not think so. I am not going to argue that with 
you. All I can say is that if we had the operation that I have set forth, I 
think we should pretty nearly make enough money to carry the mail free. 

Mr. Hanson (Skeena): Why necessarily a private company, Mr. Chair- 
man? If the facilities were available, why could not the present government- 
controlled air lines get it, without a private company getting into it? 

Hon. Mr. Hanson: You are a believer in the incentive motive in your own 
business, the profit motive. There is nobody in this country who believes in 
it more than you do, my friend, and for the same reason. 

Mr. Hanson (Skeena): I believe that many commodities belong to the 
people of Canada. 

Hon. Mr. Hanson: If that is so, and if there is the demand for air trans- 
port that Mr. Symington would have us believe there is, there is a field for 
competitive services in those branches. 

Mr. Hanson (Skeena): Why can we not extend that ourselves? 

Hon. Mr. Hanson: Because you will not get, under a non-profit, govern- 
ment-owned system, the service that would be given where there is the urge 
for private profit. 

Mr. Hanson (Skeena): The people of Canada get the benefit of the 
services. 

Mr. Symincron: I do not want to enter into this argument if you are not 
suggesting that they are not getting the service. But if you are suggesting 
that they are not getting the service, I do. I think this committee will be 
interested to know something about the reputation of these air lines. When 
I was in London, much to my surprise and gratification, the first man who came 
to me was from Burma, who said he had heard about this Trans-Canada opera- 
tion, and wished to have the chance to study our methods and so on, he thought 
it was such a wonderful achievement. The next man was Sir Frederick Symes, 
the leading airman of India. The next were South Africans, Australians, New 
Zealanders. Everybody at that conference said that they considered T.C.A. 
the outstanding accomplishment in commercial air lines. I did not even know 
they knew about it. 

Hon. Mr. Hanson: That is high praise. By that do you mean that a com- 
petitor could not give you as good service? 

Mr. Maypank: Let us get the balance of this statement. It would be 
interesting. 
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Mr. Symincton: I have had representatives from three of the devastated 
countries over inspecting our lines and the methods used, for the purpose of 
setting up in their own countries. The Australian man is on the way here now 
and asks permission to study our methods and so on; and the United States’ © 
lines admit that the operation of T.C.A. is a better operation than any of their 
own lines. | 

Hon. Mr. Hanson: I should like you to produce evidence of that. 

Mr. Symineton: The evidence is here. It could not be otherwise. The 
evidence is here in those figures. % 

The CuarrmMan: I do not believe that this is the time or place to argue 
the question of private ownership as against public ownership. 

Hon. Mr. Hanson: No, perhaps it is not. But it naturally arises out of 
the statement of the president. 

Mr. Symrineton: No, no. 

Hon. Mr. Hanson: That if they had the facilities they could do a huge 
business. 

. Mr. SyMIncToN: Yes. 

Hon. Mr. Hanson: I say if there is a demand for this service in Canada, 
there is room for competitive service. That is the view I take, anyway. 

Mr. Symineron: Well, I would only submit this: here we have, as you know, 
a country four thousand miles wide. | 

Hon. Mr. Hanson: No, long. . 
Mr. Symincton: Well, long, if you like; and one hundred miles wide. 
Hon. Mr. Hanson: Three hundred miles wide. 

Mr. Symincron: And with relatively few people. 
Hon. Mr. Hanson: Yes. 


Mr. Symincton: And of course, the more traffic you can get, particularly 
in the east, where the expenditure per pound handled is very great, the more 
of your organization and overhead you can get in that line, the better it is 
going to be. You must remember this. In this case we have $4,600,000 worth 
of capital in Trans-Canada Air Lines. The Dominion of Canada, as the 
Dominion of Canada, has, I suppose, or when they pay the $58,000,000 to the 
United States, they will have $100,000,000 in it. In other words, the government 
are putting up 95 per cent and the air lines, whether it be private or public, 5 
per cent. 

Hon. Mr. Hanson: Is that so? 

Mr. Symineton: Roughly, I would think that. Add to that. the fact 
that you are in the public service, the basic load is the post office, and therefore 
a good portion of your revenues also come from the government. Here is a 
line set up by the government with $4,600,000 capital. I would not sell that 
line to-day if I owned it, for $25,000,000; and it has been made basically from 
government revenues and government privileges. 

Hon. Mr. Hanson: In other words, Mr. Symington,— 


Mr. Symincton: I am a private ownership man, but I say that your case as 
against the air line is the weakest you have in the whole controversy. 


Hon. Mr. Hanson: I am glad to hear you say you are a private-ownership 
man. 


Mr. SyMINGTON: I am. 


Hon. Mr. Hanson: I look upon you as the high priest of private ownership, 
you and your company. 


Mr. Symineron: That is all right. I always have been a private-ownership 
man. | 
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Hon. Mr. Hanson: I am astonished to find you defending the principle of 
public ownership and monopoly in the case of Trans-Canada Air Lines. 

Mr. Symineton: My views do not matter. But I would suggest to you 
that I am not one of those who state that black must be black and white must be 
white. I suggest, as a private-ownership man, that the private ownership people 
who argue from T.C.A., have picked out the one service which has more reason 
for being under public ownership than any other. 

Hon. Mr. Hanson: That is a matter of opinion. 

Mr. Symineton: Well, of course. 

The CHaiRMAN: Order. Let us proceed. | 

Mr. Nicuoutson: Mr. Chairman, did I understand that Mr. Symington— 

Hon. Mr. Hanson: This is a very interesting discussion. 

The CHAIRMAN: But it is the wrong place for it. 

Mr. NicHotson: Mr. Symington said that if he were a private ownership 
man— 

Mr. MaysBank: He did not say if he were. He said he is. 

Mr. Nicuouson: Then may I put it another way. Mr. Symington has been 
very successful in a number of important fields. If he and some of his associates 
had gone into transport by air in 1937, and now had these assets that are shown 
in this report he has tabled as worth something over $8,000,000, would he consider 
that he now had a $25,000,000 asset? | 
Mr. Maypank: He said if he owned it, he would not sell it for $25,000,000. 
Mr. Nicuotson: He would not sell it for any less than that. 
Mr. Jackman: There is nothing to show that he is going to sell it. 

Mr. Nicuoxson: I hope it is not going to be sold at all. 
Mr. Symrineron: Unfortunately, I do not have anything to say about that. 

‘The CuairMAN: Order, please. 

Mr. Nicuouson: I agree with Mr. Hanson that the pros and cons of public 
versus private ownership should come before this committee frequently. If 
there is any reason why T.C.A. should be given to private ownership or whether 
private firms should be able to come into competing fields, as C.P. plans on doing, 
this committee should be prepared, I think, to make certain recommendations. I 
think, in the light of this report and the record of T.C.A., it would be a great 
misfortune if this public utility should not be continued as such. 

Hon. Mr. Hanson: I am not suggesting that it should be sold. What I am 
suggesting is that with a sugar-daddy like the federal government behind the 
T.C.A., no monopoly like that will succeed. That is true, is it not? 

Mr. Symineron: No. 

Mr. Donneviy: Mr. Chairman, did I understand Mr. Symington to say 
that the report of this company, Trans-Canada Air Lines, compares favourably 
with any company in America? 

Mr. Syminecton: Absolutely. 

Mr. DonNELLY: Or any company in the world? 

Mr. SymincTon: Yes. 

Mr. Donnetiy: And it is because of the comparison that this company 
makes with any other private company which makes him believe that public 
ownership is the best for them. Have you any companies that you can compare 
it with? 

Mr. Symineron: You can compare it with any of the private companies in the 
States or any place else; mostly the States. That is about the only place there are 
any. I am not going to get into an argument about it. I simply said, when it was 
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suggested that the services would be better if there were competition, that I cannot 
concede that. There is no better service that can be given than is being given by 
this company. 

Mr. Harris: I wonder if the witness, who has made the statement as to the 
services of this company, the T.C.A., comparing favourably with United States 
lines, will be good enough to table the rates per plane mile flown in particular 
mail services in the United States and in Canada, to amplify the statement that 
he made that our services here were considered even better than those that are 
presently in operation in the United States. 


Mr. Symineton: I did not quite follow it. I don’t think I got the question. 


Mr, Harris: Let me enlarge on it just a little. The T.C.A. has the key 
to the cash box of the Post Office Department, and has had from the inception. 
That is recited on page 4 where the rates have come down from 60 cents to 
42-9 cents and still are not down as low as obtains in the United States. Now, 
if we have a statement from the witness setting out the rates paid for the 
carriage of mail per plane mile in approved mail service in Canada and the 
United States then we will have some idea as to how it has been possible for 
us to build up a very satisfactory service in Canada which to my mind is 
largely due to the fact we have access to a rate per plane mile in the contract 
with the Post Office Department much in excess of what obtains in the United 
States. Therefore, I say it is not just fair to make a statement such as the 
witness made just now that we have made such a great accomplishment as 
compared with the United States. Let us put all the cards on the table and 
we will be able to judge on the merits. 

Mr. Syminecton: We went into the question of mail rates as between 
Canada and the United States this morning. Passenger rates are the same. 
The average rate per passenger mile is 5-3, both in Canada and the United 
States. I was referring to the efficiency of the operation, and I say that it 
cannot be contradicted that per man, per plane, per mile flown, and the results 
of your power plants in your plane, it is as good in Trans-Canada or better 
than any other company that they can be compared with. The facts are that 
Trans-Canada has operated in a very modest manner. They have not any 
great offices. In fact, sometimes I feel somewhat ashamed about their offices. 
There is a policy set down with regard to enlisted men that we are to rehabilitate 
every one possible. We have gone as thin as it is possible in keeping down our 
personnel so as to be able to take as many rehabilitated airmen as we can. We 


are running too thin. There is no doubt about it, but it gives an operating. 


result. 


Hon. Mr. Hanson: You said it was admitted by the United States com- 
panies that you were superior to them. That is a rather astonishing statement. 
I would be surprised if that were true. 


Mr. Symincton: I will give you an example of that, Mr. Hanson. There 
is a gentleman who is one of the leading directors—I think the leading director— 
of one of the largest air lines in the United States. He happened to be going 
to Seattle. He wrote me and asked me if he could get a passage through, not 
a pass, but get a reservation. He wanted to travel both ways on our line 
because he wanted to compare it with their own line. He said he had heard 
so much about our line. I got him a reservation and he went through to 
Seattle. I know him very well and I asked him to let me know what criticisms 
he would have and how it did compare. He wrote me that he considered our 
operation better than their operation, that as to the action of our people, 
alertness, unloading, pleasant atmosphere, attention, he concurred in everything 
he had heard about it. He had only one suggestion to make in connection with 


the operation. He said, “I think you should have cigarettes for sale in your’ 


various ticket offices because on your plane when I offered my cigarettes 
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everybody accepted th i ini 
Deel a ak en ne oe and were coop eee that they could not buy 

Hon. Mr. Hanson: He paid a great tribute to the courtesy of your 
employees, and I would, too. I have travelled a great deal in the United States 
a eit saa Heal ae nee al ore a 
some of the United States lines; that is Te ot aie ; Ee a 
__ Mr. Symineton: May I suggest. that what you are able to say is an 
indication of the alertness of our personnel. 

Mr. Nicuouson: Mr. Symington has got the rates charg 
mail in the United States. onan he aio get us the Seen tone 
C.P. Air Lines for mail carried here and also their rates per passenger? 

_ Mr. SyMineton: I am not getting the rates any further than I gave them 
this morning. I stated with respect to the American mail rates what they were; 
that is, I said in the big air lines between populous regions they were still 
some decimal mills below us, that in the smaller air lines they were away 
above us, that on the average they were still something below us, but they are 
not comparable because they have a limit of 300 pounds that they have to 
take and we have a limit of 1,200 pounds. 

Hon. Mr. Hanson: Is there not the further point that they are based on 
poundage and not on plane miles flown and therefore it is very difficult to 
make a comparison? 

Mr. Symincron: It is a different system, but I would concede that on a 
mill basis they are still somewhat below us, but we are catching them pretty fast. 

Hon. Mr. Hanson: But there is still the question of the density of the 
traffic of mail and planes, too? 

Mr. Symincton: Of course, and being able to load your plane as you want 
to instead of having to give mail the preference. 

Mr. Nicuotson: Mr. Symington did not give us the rates applicable to the 
C.P. Air Lines here. Could he give us those now? 

Mr. Symineton: I do not know that. 

Hon. Mr. Hanson: The post office could give that. 

Mr. Symincron: The post office could give that. I think they are roughly 
the same per plane mile as ours as far as I know. 

Mr. NicHoison: Could we have someone from the post office? 

Mr. Symincton: There may be certain regions, such as running up to 
Norman Wells where they would be higher. 

Mr. Nicuotson: Could we have someone from the post office to give that 
information? 

The CHAIRMAN: I suppose we could. 

Hon. Mr. Hanson: As to your statement that you would not take $25,000,000 
for this outfit are you serious in that when in a year’s operations you only have 
a surplus of $148,000? 

Mr. Symineton: Mr. Hanson, you apparently did not listen to me very 
much this morning. 

Hon. Mr. Hanson: I tried to. 

Mr. Symtneton: I showed you where we had carried 61 per cent more mail 
and only got 9 per cent more revenue, and that if we had been on the basis we 
would have earned another $1,600,000. : 

Hon. Mr. Hanson: I heard all that. 

Mr. Syminoton: That is the answer, plus the fact that this line is In a 
developing state. It has got an organization set-up with technical men second 
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to none. It has learned the game and has a future which 1 is very great. I know 
of none greater. 

Hon. Mr. Hanson: Then, your valuation depends on the lifting of the 
circumscribing conditions under which you are operating? 

Mr. Symineaton: Largely, quite so. 

Hon. Mr. Hanson: If you can have freedom and get all ite traffic will bear 
it might be worth $50,000,000? 

Mr. Syminecron: Not all that the traffic can bear in the matter of rates, but 
all we can carry. If we have the planes and personnel to carry all the traffic we 
could carry this line would be a very prosperous line. This line will be a 
prosperous line not to T.C.A. because, as you see, the way it was set up we could 
not make money, and we cannot make money as a line. 

Hon, Mr. Hanson: Is that not one of the main incentives for efficiency of 
operation, to make money? Is not this the tendency, that if the government is 
going to take the profit and pay the losses what does it matter? 

Mr. Symineron: The government is going to take the profit or loss under 
the T.C.A,. Act. 

Hon. Mr. Hanson: Human nature is very much the same in T.C.A. as it is 
anywhere else, is it not, unless you have got super-men and women? 

Mr. Symineton: The morale of our personnel could not be any better than 
it ig to-day. 

Hon. Mr. Hanson: That is nice to hear. 

Mr. Maypank: All of this public versus. private argument— 

The CuHatrMan: Is out of order. 

Mr. MaysBanx: I do not know whether it is out of order or not. I was not 
going to complain on that score. I do not care, but at any rate it arises this year 
more particularly as a result of decisions recently announced, so it seems to me. 
One notices a good deal in the press about encouragement having been given to 
private lnes—the private line—go ahead and get established in certain places. 
For example, they bought out various lines at different times. I should like to 
know if we could have it on the record the times that C.P.A. did obtain its 
various lines which it is now, according to the application to the Transport 
Board, seeking to tie together. I do not know if Mr. Symington has that or 
whether you would suggest that it comes from some other place. I should like 
to have a record of that development in order to answer the charge that is made 
that the government encouraged the C.P.R. to go into the development and now 
is De it out trom It: 

Symineton: I, of course, do not know what is in their minds other 
than oe you can look at the map. The facts are that T.C.A. policy was 
announced before C.P.A. was ever formed. 


Mr. Maysank: I am not suggesting that you would know what was in the 
minds of anyone. That was not my point. I asked whether we could get a 
record as to when C.P.A. obtained the different lines which it is clear they now 
want to ink up and make a trans-Canada out of it. 

Mr. Symincton: I cannot give you the dates as to when they acquired these 
various companies which they bought but it was certainly subsequent to the 
announcement of T.C.A. policy. 

Mr. Maypank: You are quite clear on that? 

Mr. SyMINGcTON: Yes. 

Hon. Mr. Hanson: Anterior to that Mr. Richardson aah Canadian 
Airways, and were not the two railways invited to come in? 

Mr. Symrneton: They each had stock in it. 


—s oe 
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Hon. Mr. Hanson: The railways were told they were best suited, it was 
thought by some people, at all events, to take up this pioneering policy. 

Mr. Symineton: Mr. Richardson was looking for money and he came to the 
traffic people to get it, naturally. 

Mr. Maysanx: I understand that C.P.A. certainly got all these lines into 
one system after the announcement of policy on behalf of T.C.A. For a long 
time, however, there was a working arrangement with Canadian Airways which 
was looked upon pretty well as a C.P.R. company, run by the C.P.R. 

Hon. Mr. Hanson: Oh, oh. ° 

Mr. Maypank: All right, that is my statement. 

Hon. Mr. Hanson: They were on equal footing with the C.N.R., were 
they not? 

Mr. Maypank: It does not make any difference whether they were or were 
not. Could we learn the date of acquisition by Canadian Airways of the various 
small lines because all of them went together towards the building up of the 
various C.P.A. routes we have to-day? I just want to find out if it is possible 
to get this as a matter of record in order to confirm the charge made or deny it. 
That is the whole point in the matter. If we cannot get it from Mr. Symington 
then I will ask, Mr. Chairman, can it be got from some other source and become 
a matter of record here? 

Mr. Symineton: You would have to get it from the transport department. 

Mr. Mayspank: Can we get that from the Transport Department, Mr. 
Edwards? 

Mr. Epwarps: We have no record of the date that the Canadian Pacific 
Railway purchased these lines. We have a record of the date when they applied 
for licences of transfer from each individual line to the C.P.A. 

Hon Mr. Hanson: It would be anterior to those dates. 

Mr. MaysBank: You can give us all the applications for franchises. 

Mr. Epvwarps: The date of every licence that was applied for and issued in 
the Department of Transport. 

Mr. Maypank: And the date of all transfers, That would take care of 
it quite well. 

Mr. Donnetuy: While the Department of Transport is getting that 
information I wonder if they could get information also as to the price they 
charge per passenger per mile, or the rate for passengers and the rate for 
express and the rate for mail so that we will be able to compare what they 
charge with what the T.C.A. charges. 

The CHairman: Who are “they”, the Canadian Pacific Airways? 

Mr. DonneELLY: Yes. 

Mr. Epwarps: The Department of Transport issues them all. 

Mr. Hanson (Skeena): They should have the same rates for ‘everybody. 

They control these for everybody? 

Mr. Symincton: Somebody has asked me about the Vancouver to Victoria 
rates. I have them. Do you want them? 

Mr. Hanson (Skeena): Better put them on the record. 

Mr. Syminetron: Vancouver-Victoria passenger rates prior to March 1, 
1944, C.P.R. air lines $7 and T.C.A. $3; after March 1, 1944, C.P. $5.50, 
T.C.A. $3. 

Hon. Mr. Hanson: That is competition. 

Mr. Symincton: Return fare $12.60 prior to March 1, 1944; after March 
1, 1944, $9.50—that is by C.P. air lines. Trans-Canada, $5.40. 
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Mr. Hanson (Skeena): People better use the Vancouver-Victoria T.C.A. 
service. 

Mr. Symrnoton: These are the tariff rates as they exist at the present time, 
and as they were formerly. 

Hon. Mr. Hanson: And they are approved by the Board of Transport 
Commissioners? 

Mr. Symineton: Yes. I should imagine in fairness to the C.P. air lines 
they should have a higher tariff than we do. 

Hon. Mr. Hanson: One is the short haul and the other is the longer haul; 
that is the answer. : 

Mr. Symineron: That is a part of it. 

Mr. JAcKMAN: You said that the T.C.A. has a capital of $5,000,000 plus 
a surplus? 

Mr. Syminaton: $4,600,000. 

Mr. Jackman: $4,600,000 paid by the government for plant; and that you 
say there that after the acquisition of these American airports in British 
Columbia a further sum of about $100,000,000 was involved? 

Mr. Symineton: I am giving you a general figure. I think you would 
find that they are probably within the mark. 

Mr. JAckMAN: The question I want to ask is this, does the American 
government have similar expenditures on their air lines and airports in the 
United States or is most of that expenditure financed by the private companies? 

Mr. Symineton: I could not tell you that; I would think it was probably 
mostly government. I could not tell you definitely. 

Hon. Mr. Hanson: In some places it is municipalities. 

Mr. Syminoton: Yes, take New York. 

Hon. Mr. Hanson: Yes, La Guardia field. 

Mr. Symincton: New York spent $80,000,000 to $90,000,000 on La Guardia 
and they are now planning to spend $200,000,000 on a new field at Idlewilde 
which will be the greatest field in the world. The municipality of New York 
is doing that. 

Mr. Nicuotson: None of the American air lines have spent large sums of 
money on individual airports any place? 

Mr. Symineton: I could not say, but I do not think so. 

Mr. JAcKMAN: Do you receive any meteorological or other services outside 
of those provided by the government and paid for by the Department of 
Transport which would be paid for by companies over in the States? 

Mr. Epwarps: It is 100 per cent Department of Commerce in the United 
States. 

Hon. Mr. Hanson: Do they supply it all? 

Mr. Epwarps: It is the same as here. 

Mr. JacKkMAN: All aids to navigation in both countries are paid for by - 
the governments? 

Mr. SymMineton: By the respective governments, as Commander Edwards 
has told you. 

Hon Mr. Hanson: They ought to be. 

Mr. NicHotson: After having these figures regarding the transportation 
costs between Victoria and Vancouver I would imagine that the T.C.A. would 
be making a more vigorous effort to increase the volume of the passenger traffic 
between these two points. I understood this morning that you had not made 
any representation to the Board of Transport Commissioners. It would appear 
to me that that would be a suitable procedure for you to follow. 
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Mr. Symrneton: We were heard, we were before the board on that matter. 
I might say for the information of the committee that the Board of Transport 
Commissioners took a legal view as to what the Act meant. We were not 
sufficiently sure that they were wrong, that their decision was not right according 
to the powers given us by the statute and there it lays. It is a government 
matter, it is not a matter for us. 

Mr. NicHotson: Just on the assumption that you are operating a trans- 
continental service naturally the T.C.A. should carry the passengers through. 

Mr. Symineton: It is more than that, it is a legal question involving 
considerations of a very intricate nature and which I do not want to get into 
a discussion before this committee. It was a fair hearing. It was decided 
that we—as far as we were concerned, we were ready to furnish a service to the 
people of Vancouver Island and Victoria if they wanted it. 

Hon. Mr. Hanson: I read that judgment. There was another aspect to it; 
among the other questions which came up was one relating to established rights, 
the rights to the ground— | 

Mr. Syminetron: It was on the ocean. 

Hon, Mr. Hanson: Yes, I suppose that makes a difference. That was 
the factor, was it not? 

Mr. Syminaton: Oh, yes. You see, there was a direction about competition. 
There was a private Act and a public Act, and which was to rule and so on; 
and the only people who have any real kick are the people who are affected, 
the post office department; we could earn more money which would be of benefit 
to the post office department if we were allowed to take that Vancouver- 
Victoria run. 

The Cuairman: Now, gentlemen, I think we are at the end of page 11. 

Hon. Mr.. Hanson: No, you are not, Mr. Chairman, we haven’t got to 
page 11 yet. 

The CuarrMAN: Surely. 

Mr. JAcKMAN: On the general question, Mr. Symington, about the T.C.A. 
being divorced from its parent owner, the Canadian National Railways. 

Mr. Symincron: I assume that the Canadian National Railways would 
want a fair price for this property. 

Mr. JackMAN: What about the accounting principle involved; I imagine 
there would bound to be criticism— 

Mr. Symrineron: It is no use asking me about that because I do not know. 

Mr. Jackman: After all, you have a dual capacity; first of all as a 
director of the Canadian National Railways and secondly as President of the 
Trans-Canada Air Lines. 

Mr. Symincton: It has been the one capacity up-to-date. 

Mr, Jackman: Just the one capacity? 

Mr. Symrncron: It might be dual after this. 

Mr. Jackman: Surely you are not going to let the government steal this 
line from the railway? 

The Cuarrman: You have an idea you want to make them pay for it? 

Mr. Maypank: The idea would be for the railway company to get credit 
for $25,000,000. He has already told us that. 

Mr. Symincron: I would think that the thing would be pretty simple as 
far as our situation is concerned; the government would take over our stock and 
cancel the loan to the railway of $4,600,000 and own the stock, I should imagine 
that would be a simple procedure. 

5458—4 
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Hon. Mr. Hanson: At that point it might be of interest to the committee | 


to investigate a little further; in the United States they are absolutely against 
the railways operating air lines; is that true? 

Mr. Symineron: Yes. 

Hon. Mr. Hanson: Is that not based on this principle that it was thought 
that if the railways operated air lines they would use possession to protect 
their passengers and other revenue as railways; is not that the underlying 
motive? 

Mr. Symincton: I do not know what the motives were. That was stated 
to be one of them. It was a monopoly question, and as you know they are very 
strong in the United States against monopolies. 

Hon. Mr. Hanson: I understand that that was a motive. You admit 
that that is a factor? 

Mr. Symineton: There it is anyway. 

Hon. Hr. Hanson: You do not care to express an opinion on that? 

Mr. Symineton: Oh, no, I do not want to get into any philosophical 
discussion. 

Hon. Mr. Hanson: It is very practical, it is not only philosophical and 
it may become a big issue in this country. 

Mr. Symineton: I know, I am not in that, I am out of it. 

Hon. Mr. Hanson: If you are not, it would be the first time you were not, 
according to my recollection. And now, I want to ask you, I am thinking of 
the figure of $218,000 (on page 4) which you say you have set up in 1943 
operating expenses to provide for anticipated post-war inventory adjustment, 
does that mean that you anticipate a decline in the value of your inventory? 

Mr. Symincron: Substantially, because as I explained this morning, we 
are carrying an inventory of $1,247,000 instead of half that amount because 
of the uncertainty of getting materials in order to operate air lines. And you 
may recollect that on a former occasion I said that we were very fortunate 
people, and very wise in having got all that we did when we did. 

Hon. Mr. Hanson: You are an untaxable company, not subject to income 
tax the same as others. Do companies which are subject to income tax do this? 

Mr. Symincron: Well, of course, they could; it is a reasonable principle. 

Hon. Mr. Hanson: If they could get away with it. 

Mr. Symincton: No, it is done in every company, Mr. Hanson. You 
look at the depreciation reserves of the Canadian Pacific Railway or the 
Canadian National Railway in the statement which you will see to-morrow 
or any company you are connected with—some of them, I do not know the 
companies—but I think you will find that all of them have been setting up 
a reserve for war depreciation and inventory. That is going on all the time. 

Hon. Mr. Hanson: That is, you have the right. 

Mr. Symineton: Sure. 

Hon. Mr. Hanson: So far as the tax-paying companies are concerned, 
might I remind you that there is a very strong limitation on the amount you 
can set up. | 

Mr. Symrncton: Well, there is a limitation but, of course, if companies 
have been depreciating to the limit, they might have a little trouble; by and 
large, it is an essential business procedure. 

Hon. Mr. Hanson: I am all with you on that point. 

Mr. Symincron: As far as I know the tax authorities have recognized it. 

Hon. Mr. Hanson: What is the rate you have set up? 
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Mr. Symrneton: We have written off about 20 per cent, $218,000— 
roughly that. 

Hon. Mr. Hanson: That is all I have to ask on that; then on the question 
of personnel— 

The Cuatrman: Gentlemen, we were reading at page 12 when we left off. 

Hon. Mr. Hanson: No, we have not got to page 12 yet. 

The CHAIRMAN: Yes, we have. 
: Hon. Mr. Hanson: Excuse me, we have not; and if we have we are going 
to revert, so far as I am concerned. 

The CuarrMaNn: All right, I don’t care, so long as you keep moving. 

Hon. Mr. Hanson: All right. I think we are moving pretty fast; and 
if it will relieve anybody I will state now that I would like to see, as far as 
I am concerned, the committee finish the T.C.A.; I am quite sure Mr. Symington 
would also. 


Mr. Jackman: Then, as to that 35 per cent operating charge; I suppose 
the T.C.A. pays the ordinary taxes on gasoline? 

Mr. Syminecton: Yes, the sales tax and all that sort of thing. 

Mr. Maypank: What taxes are paid by private companies that you do 
not pay? 

Mr. Symineron: Purely income tax. 

Mr. MayBank: Income tax and excess profits tax. 

Mr. Symrneron: We can never pay any excess profits tax because we 
are never allowed to make any. 

Mr. Maypanxk: Then those are the only taxes that you do not pay? 

Mr. Syminearon: Those are the only taxes that we do not pay. It may 
be a matter of concern to the department. Of course; we contend that we pay 
100 per cent of all we make to the government anyway. 

Hon. Mr. Hanson: But that is not tax. 

Mr. Symincron: You can call it tax or whatever you like, but that 1s 
the result. 

Hon. Mr. Hanson: If you make any money the government gets it. 

Mr. Symrneron: During the balance of the short time that I will be here 
I want them to. 

Mr. Hanson (Skeena): In other words, the Canadian people get any profit 
if there is any. 

Hon. Mr. Hanson: And if there is any loss the people take it. 

Mr. Symincton: If there is any loss the mail rate increases. 

Hon. Mr. Hanson: Whichever way you put it, it comes out of the 
consolidated revenue fund. Now, there is a small item of general tax there 
on page 12— 

Mr. Symincron: You refer to that property tax? 

Hon. Mr. Hanson: Yes, your real estate. 

Mr. Symincron: I can give you that. 

Hon. Mr. Hanson: It does not amount to anything. 

Mr. JacKMAN: I notice an item here relating to services of American lines 
crossing over into Canada, and I understand that you have some routes that 
operate into the States now. How many routes do we have into the States now? 

Mr. Symincton: I have seen that stated so very often in the House that 
I should know it myself. The only line we run is Toronto to New York. 

Hon. Mr. Hanson: That is the only one; they have about how many, 
about a dozen? 
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Mr. Symineton: They have eight or nine and they are all losers. 

Hon. Mr. Hanson: I think that should be rectified; it seems to me it is 
only one-way traffic. 

Mr. Symineton: Mr. Hanson, that is the very question that will have to be 
debated; I am very much afraid that it will be changed after the war is over. 

Hon. Mr. Hanson: You are? 

Mr. Syminecton: Yes, I am afraid so. 

Hon. Mr. Hanson: Are you suggesting that they are all losers, these 
American lines are all losers? 

Mr. Symineton: With the possible exception of the Montreal-New York run. 

Hon. Mr. Hanson: If they become winners, you are going to step in. Is that 
the idea? 

Mr. Symineron: We cannot do that because it depends upon what the 
arrangement is with the American government. We cannot step in any place 
except by arrangement between the two governments. 

Hon. Mr. Hanson: But you could prevent anybody else from stepping in? 

Mr. Symineton: The government could refuse any American line the right 
to come into Canada, of course. : 

Mr. JACKMAN: For every American line that comes into Canada, we would 
have the correlative right to go over the same route, would we not? 

Mr. Symineton: No. 

Mr. JAcKMAN: What routes have we entering the United States just the one 
Toronto to New York? 

Mr. Symineron: That is all. 

Mr. JAcKMAN: And you say that they have nine against our one? 

Mr. Symrnaton: They have a short line from Seattle to Vancouver, and from 
a small western town. up to Lethbridge, from Fargo to Winnipeg and from 
Minneapolis to Winnipeg, etc. I would say that our one line serves a bigger area 
than all of theirs put together. | 

Hon. Mr. Hanson: In other words, you got the best route? 

Mr. Symineton: Absolutely, and that is what we set out to get. 

Hon. Mr. Hanson: Has there not been an American line coming up from 
Boston to the Maritimes? ; 

Mr. Symineton: They do run up a line from Boston to Moncton. 

Hon. Mr. Hanson: And you say there is nothing in that, that is a losing 
line? 
Mr. Symincton: What I am saying now, I am talking about normal times, 
yes; possibly during this war period where they have been hauling a lot of people 
up into Newfoundland and Gander and a lot of materials, it is a different question; 
but there again I do not say that they will always be losers, that in all 
likehood after the war when this arrangement comes up for consideration, the 
arrangement which exists at the present time, the indications are that there will 
be arrangements for reciprocal routes both ways between all points. That is if 
the United States want to run, say, from New York to Montreal, Canada can run 
from Montreal to New York and so on all across; but that is only an opinion, I 
do not know. 

Hon. Mr. Hanson: That is a probable thing,.that is all you are saying? 

Mr. Symineton: That is a probable thing; but remember this that coming 
into Canada on any of their lines all they run, is about forty or fifty miles 
whereas on the New York service we run 400 miles through their country. So 
that the 8 to 1 is not very much out of line, you see. 
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Hon. Mr. Hanson: It all depends on the point of view. 

Mr. Symincton: Yes, it all depends on the point of view, but the thing was 
very carefully thought out originally, and I would expect that it will be reciprocal 
rights after the war. I could not say; I am not so sure we will be any better off. 

Mr. Jackman: If T.C.A. want the privilege of flying into the United States 
over another route to whom do they apply? 

Mr. Syminaton: The State department in Canada has to apply to the State 
department in Washington; everything is between governments. 

Hon. Mr. Hanson: Is that, by treaty? 

Mr. Symineton: That is by treaty. That is the present situation. 

Hon. Mr. Hanson: Is that a treaty or is that just a modus operandi that 
has been set up; because I understand that no private company can approach the 
American government. 


Mr. Symineton: No, no private company can approach the Canadian 


government from the United States; the approach must be through the State 
department. 


Hon. Mr. Hanson: That is not a treaty, that is a method established by 
governments. Mr. Edwards ought to be able to answer the question. 

Mr. Epwarps: I gave you a statement last year which was printed by the 
committee—a detailed analysis of all the treaties and exchanges of notes. 

Hon. Mr. Hanson: I suppose I didn’t have time to read it. 

Mr. Epwarps: That is what they call exchanges of notes. 

Hon. Mr. Hanson: Exchanges of notes? 

Mr. Epwarps: Yes. 

Hon. Mr. Hanson: And the result is as Mr. Symington has stated? 

Mr. Epwarps: That exchange expired, offhand, I would say a year ago and 
it was frozen then for the balance of the war; and that is the position to-day. 

Hon. Mr. Hanson: Thank you. That is the answer to the question. 

Mr. Jackman: On this line that used to operate from Vancouver to Seattle, 
we abandoned that, and some private company has taken the line up now, 1s 
that so? 

Mr. Symrneron: No, they had the rights there. The Canadian Airways 
had that line and asked to be relieved of it and T.C.A. took it over as a training 
route for its first operation and it lost money on it, and ultimately when we 
made the arrangement we withdrew from the Vancouver-Seattle run. It cannot 
be and never will be economically run, it is not a long enough run. 

Mr. Jackman: And some American line took it up? 

Mr. Symunctron: No, they were running then. 

Mr. Jacxman: And they are still running on that line? 

Mr. Symincton: They are running I think one plane a day. 

Hon. Mr. Hanson: And losing money? 

Mr. Symrneron: Oh yes, I am sure they are. All those lines made a fair 
show while the northwest development was going on, but I understand they are 

now carrying one or two passengers a trip and you cannot run an air line like 
_ that. ; 

Mr. Nicuoutson: If you had this proposed service from Toronto to Sault 
Ste. Marie, and Winnipeg, Saskatoon, Edmonton, and so on, with four cities 
instead of seven or eight what would be the prospects of increasing the business 
between Toronto and New York, if there is a direct service? 
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Mr. Syminecron: If we give the best and quickest service we are hopeful 
that we will get the business. We flew a test flight recently with a 4-engine 
plane to Winnipeg in 3 hours and 15 minutes. 

Mr. Nicuoitson: What is your present time—how does that compare with 
your present time? 

Mr. Symineron: Seven hours. 

Mr. Nicuoitson: And from Winnipeg to He onton: how many hours do 
you occupy on that leg? 

Mr. Symineton: Well, we have not flown that yet, but it would not be 
very much longer. 

Mr. NicHotson: How many hours would you say would be required be- 
tween Toronto and Edmonton if this new service was available? ; 
Mr. Symincton: Six to six hours and a half. 

Mr. NicuHoitson: You would save— 
Mr. Symrneton: It would go out in six or six and a half hours. 

Hon. Mr. Hanson: It is 800 miles, I suppose. 

Mr. Symrneton: It is more than ae 

Mr. Nicuouson: What is your present flying time from Dokonts to 
Edmonton? 

Mr. Symineton: We do not go direct, we go by way of Lethbridge. 

Mr. Nicuotson: How many total hours are involved from Toronto to 
Edmonton? ; 

Mr. Eneuisu: Fourteen hours and twenty-five Pages 

Mr. Nicuoxtson: And you did it in six or seven hours? 

Mr. Eneuisu: Six and one-half hours. 

Mr. JAcKMAN: I suppose inference would be drawn from the paragraph 
on page 4 in regard to the hop from Vancouver to Victoria that 1f you had the 
right to do the local traffic between those two points you would not have a 
financial disadvantage? 

Mr. Symineron: Right. You see the plane probably has one or two 
passengers who have come from away east of Victoria, but if we fill up we make 
$50,000 or $60,000 more out of those seats than out of the short run. 

Mr. Jackman: When you took that line from the other company— 

Mr. Symincton: We did not take any line over from the other company. 

Mr. JAcKMAN: When you had your own company over the route already - 
serviced— 

Mr. Symineton: No, there never was a line into Patricia Bay, there was 
no airport. Patricia Bay is an R.C.A.F. field, the only field upon which a land. 
‘plan could land. The other service was a flying boat service to Victoria. So 
when the R.C.A.F. built the field upon which a land plane could land we asked 
them if we could have the use of it, and they agreed that -we could have two 
planes a day each way into their military field at Patricia Bay; and the govern- 
ment passed an order in council putting that into the A.C.A. Act. 

Mr. Jackman: Did you have any option after the order in council. was 
passed whether or not you should take it or leave it? 

Mr. Symineton: Oh, no, we have to take it, of course. 

Hon. Mr. Hanson: On page 6 you deal with the property and equipment, 
and you have twelve Lockheed 14-08 aircraft, equipped with two Pratt and 
Whitney engines and eleven Lockheed Lodestar aircraft. Now, how many of 


those are in operation; how many planes are you running a day and how many 
have you in reserve? 
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Mr. Symincron: I am afraid we have not any in reserve. 

Hon. Mr. Hanson: All are being operated? 

Mr. Symincton: Oh, yes, that is one of our difficulties. 

Hon. Mr. Hanson: That is a handicap when you haven’t got a plane in 
reserve. 

Mr. Symrncron: Yes, we should have several reserve planes. If something 
happens, say, in Toronto, we have to fly a plane from Winnipeg to take its 
place and that results in a lot of expense. 

Hon. Mr. Hanson: You are quite right. Now, let me refer to personnel 
on the same page. I see that you have a personnel of 2,843 operating twenty- 
three planes? | 

» Mr. Symineron: Oh, well— 

Hon. Mr. Hanson: All right, now, wait a minute, I would like to have a 
breakdown of this personnel matter if it is not in the report, and I do not think 
it is. Now, a certain portion of this personnel of 2,343, I presume, is being used 
to handle the overhauling of military aircraft for the government? 

Mr. Symineron: Yes. : 

Hon. Mr. Hanson: How many of them? 

Mr. Symincton: 606. May I give you a statement which I have prepared? 

Hon. Mr. Hanson: Yes, I should be glad to have that. 

Mr. Symineron: Personnel at December 31, 1943, 2,343; 1942, 1,662. 

Deduct war contract, Trans-Atlantic and return ferry service, 1943, 606— 

Hon. Mr. Hanson: That is both of these trips? 

Mr. Symineton: Yes. 1942, 410; a total in 1943 of 1,787 and in 1942 of— 

Hon. Mr. Hanson: 1,737 adapted to Trans-Canada? 

Mr. Symrneton: I will give it to you. 1942, 1,252. 

Per aircraft operated, 1943, 72; 1942, 52. 

Add increase proportionate to increase in passenger revenue (traffic) of 
87 per cent to your 52 and you have 21. 

That gives you per aircraft operated in 1942, 73 and in 1948, 72. 

It is generally accepted in the air transport industry that for each aircraft 
operated the operator should have three complete crews and for each man in 
the air there should be from six to ten ground employees. 

Hon. Mr. Hanson: That seems reasonable. 

Mr. Symineron: As of December 31, 1943, T.C.A. had 24 crews per aircrait 
and an average of nine ground personnel to each member of a crew. 

Our experience is also with due regard to the very grand work they are 
doing that because of physical and other causes it takes about three women to 
do the work of two men, and that is the situation when we have to consider 
that 35 per cent of our personnel are women. 

Hon. Mr. Hanson: What is the standard from which you are quoting? 
Is that the experience of American air companies? 

Mr. Symineron: Yes, those are generally accepted ratios. 

Hon. Mr. Hanson: That is based on the experience of American companies? 

Mr. SymineTon: Yes. 

Hon. Mr. Hanson: And you are arguing from that to your own position? 

Mr. SyMINGTON: Quite so. 

Hon. Mr. Hanson: That is information that I thought I would like te 
have. ; 

Mr. Symincron: I am glad you asked for it. 
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Hon. Mr. Hanson: It does not seem to me to be an undue proportion of 
men on the ground; the R.C.A.F. have more than that, have they not? 

Mr. Symineton: Oh, yes. 

Hon. Mr. Hanson: About twenty? 

Mr. Symineron: At least: More than that. However that is considered 
the basis of operation in American air line operation. 

Hon. Mr. Hanson: There is no reason why this company should do any- 
thing more than is necessary. I do not assume they are doing it. But we wanted 
that figure explained, because on the basis of it you have 100 people for every 
aeroplane, so you were not doing justice to yourself. 

Mr. Symineton: I am glad to make the explanation. Of course, even with 
that deduction, Mr. Hanson, we cannot quite say that 606 are all that are 
engaged on other work because the superintendents and supervisors inevitably 
in the oversight spend a good deal of their time. Our trans-Atlantic work is 
moving faster. Our third ship left last night and reached England this morning 
in twelve hours roughly, and that operation has been a most difficult one. We 
were operating, as you will understand, racehorse engines on a truck job, and 
you cannot do it. We have had the Rolls-Royce man out here just recently 
for the first time. We have had to do the whole show ourselves, and if you 
want to hear what he thinks of the T.C.A. personnel why you can talk to him. 

Hon. Mr. Hanson: I am not condemning the T.C.A. personnel. I do not 
suggest that, even. What I was concerned about was the apparent large ratio 
of personnel to the number of planes flying. On that phase of it you will see 
my mathematics are correct. 

Mr. Symrineton: Oh, yes. But that is the reason. We are doing all this 
outside work. 

Hon. Mr. Hanson: One criticism was as to the large number of women 
you have in certain centres. I suppose it is impossible to avoid that, with the 
scarcity of men. That criticism came from a man, by the way. 

Mr. Syminetron: Well, as a matter of fact, in some jobs they do better 
probably than men. 

Hon. Mr. Hanson: The clerical staff? 

Mr. Symincton: The people who meet the public. I will just give you 
an example of what happened. A very well known lawyer—you know him very 
well—in Montreal travels a good deal to Toronto. He met me on the street 
the other day and he said, ‘You have Miss so and so in your office in Toronto.” 
I said, “Yes.” He said, ‘“Any time you want to let her go, let me know. I 
want her.” I said, “Why? How is that?” He said, “I had a reservation back 
home the other day, and they telephoned me that I was deplaned.” He said, 
“T was mad enough to bite iron. But by the time that girl got through with 
me, it was a privilege to give it up.” 

Hon. Mr. Hanson: I will say that most of them are glamour girls, fine 
looking and all that. 

Mr. Symineton: They have more than glamour. 

Hon. Mr. Hanson: They are a fine-looking lot. 

Mr. Mayspanx: Do you know any more stories? 

Hon. Mr. Hanson: I was witness to a man being deplaned down at the 
Chateau one day, and he was not so hot. He was really mad. 


Mr. Maypanx: Maybe he met a male steward. 
Hon. Mr. Hanson: That is all I want to ask about that. 


Mr. Nicuortson: In connection with this paragraph on personnel, I have 
always felt that the Canadian National Railways gave a service that compared 
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very favourably with the service given anywhere in any country by any company. 
I think I agree with this lawyer who spoke to Mr. Symington. 

Hon. Mr. Hanson: Oh, oh. And you a minister of the gospel! 

Mr. NicHoison: I had a similar experience in Regina about a year ago, in 
the middle of the night, and I had to catch a train the next morning. I wonder 
if Mr. Symington has any explanation as to why the T.C.A. has the reputation 
of being so much more courteous than similar services on the C.N.R.? 

Mr. Symineton: I should think the answer is that it is a matter of the 
technique being different. The air line technique is to practically wet nurse 
everybody from the time he declares he is thinking of buying a ticket until 
he gets back. People like to be called up and told that the plane will be on 
time instead of being told that it is not on time. We have classes. We take 
these girls in and put them through classes in how to deal with these situations, 
courtesy and so on. They are educated to it. That is their job. It is a training. 
It is just the same as a nurse’s training or anything else. A traffic woman in 
the T.C.A. has to go to school before she gets a job. 

Mr. NicuHoutson: Is it your hope that this sort of treatment will continue 
throughout the years? 

Mr. Syminaton: Oh, yes, of course. 

Hon. Mr. Hanson: Oh, oh! 

Mr. Hanson (Skeena): If it is in order, let us all start to tell stories. I 
think we are absolutely off the subject. 

The CHAIRMAN: We cannot get any definite order here, but we are making 
headway just the same. 

Hon. Mr. Hanson: I think it is highly entertaining. I would not be deprived 
of it for anything. Do not frown so upon me, Mr. Hanson. 

Mr. Mayspank: I have been wondering which one of these Hansons is the 
chief of the clan. | 

Mr. Hanson (Skeena): Let us get through with what we are supposed to do. 

Hon. Mr. Hanson: Well, let us come to “personnel”. 

The CuHarrMAN: I would suggest this. Honourable Mr. Hanson rather 
took me to task this morning because we were jumping all over the book. I 
rather think he himself has been guilty of jumping all over this book this 
afternoon. 

Hon. Mr. Hanson: I will not admit it. I am hke Mr. Symington. I make 
no admissions against interest. The lawyers will understand that phrase. 

Mr. JacKMAN: In order to pick up one or two things, under “Atlantic 
Service” you mentioned— 

Mr. Hanson (Skeena): What page are you on? 

Mr. JAcKMAN: Page 5, “Atlantic Service.” 

Mr. Mayspank: He is jumping back. 

Mr. JAcKMAN: You went too fast for me. You mentioned that these 
Lancasters are completed in our shops. Can you not specify, when these 
Lancasters are being manufactured in Canada, that you want them for this 
particular purpose in place of for military purposes? 

Mr. Symineton: You can, to a certain extent; that is, in the construction 
of the plane itself you can leave the turret off and make those structural changes. 

Mr. Emmerson: Leave the guns out. 

Mr. Symineton: Take the guns out and all that sort of thing. What hap- 
pens now is this. With the last two, we sent our own engineering crews to 
Malton where those planes are built, to put in the equipment which is required 
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for the commercial plane there instead of at Dorval where we were very much 
crowded for space. But there are all sorts of safety devices, instruments and 
so on and engine changes that have to be made to convert. As I say, a plane 
that was built for speed, to go into a territory and out again and back into the 
maintenance shop, has requirements quite different from one that has to do a 
long steady grind twice a week across the ocean—it is a different breed of cat 
and there is a good deal of changing and converting to do. 

Mr. Emmerson: Did: you say there were engine changes? 

Mr. Symineron: Engine changes, yes—engine adjustments and changes. 
The engines come for the bomber in pairs, in groups. Those engines, as I say, 
were built for speed, dashes running at great speed. You cannot cross the 
ocean with them at that speed because you cannot carry enough gasoline to 
do it. So you have to operate them at a cruising speed; and the combustion 
and the points and so on in the engines had to be completely readjusted, mostly 
by trial and error, in order to arrive at a safe cruising operation across the 
ocean. 

Hon. Mr. Hanson: That sounds reasonable. At some time would you 
hand in a breakdown of the categories of the personnel? 


Mr. Symineton: I could give you that now, I think. 


Hon. Mr. Hanson: Very well. I am not asking for individual salaries, but 
rather the amounts paid out in each category. How many categories are there? 


Mr. Symineton: It is quite a long list. 

Hon. Mr. Hanson: Perhaps it could be handed in and put on the record. 

Mr. Symineron: All right. I will hand it in. 

Hon. Mr. Hanson: I cannot follow it when you are just reading it off, but 
I can read it over afterwards. 

Mr. Symrncron: I will hand it in. That is the whole employment that I 
have given you. 

Hon. Mr. Hanson: Divided into categories, if that is the right way to 
express it. 


Mr. Symineron: The categories are under general office staffs, flight and 
dispatch, captains, first officers, first officers in training, communications and 
stations, maintenance and overhaul and so on. There is a complete accurate 
record. 


Hon. Mr. Hanson: That will go into the record, then. 
(See Appendix A) 


Mr. JAcKMAN: Dealing with this paragraph on self insurance on page 6, 
do you feel that the line can have a big enough average and enough diversifica- 
tion to carry its own insurance? I am thinking of a motor car judgment in 
Ontario against one man, which went as high as $120,000. If you had a plane 
loaded with expensive executives who were killed, you would find that reserve 
of $647,000 would be gone and a lot more. 

Mr. Symineron: That may be so. But I think we were rather pressed 
by this committee—at any rate, we did last year go in for self insurance except 
for the hangars where there is a tremendous concentrated risk from fire; and we 
built up. a reserve fund, charging regular rates, to $647,000, which we meet as 
insurers. If we could keep that up for a year or two, we would be in pretty 
fair shape to take care of things. 

Mr. JAcKMAN: Can you tell me what your gross premiums or your gross 
ees on operations for insurance have been, and how much has been paid 
or risks? 


Mr. Symineton: I can give you full particulars. 
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Mr. JAcKMAN: Perhaps you could tell me whether or not the lines in the 
United States carry all their liability themselves? 

Mr. Symineton: None that I know of, sir. They did start, I think, follow- 
ing our move, a sort of co- operative arrangement whereby they formed a com- 
pany, the insurance companies and the air line companies, in which they each 
had stock; something like the grain insurance company in Canada. 

Mr. Hanson (Skeena): Last year, Mr. Chairman, the matter of the acci- 
dent at Armstrong was brought before this committee, and there were some 
of the claims not settled at that time. Were they finally settled? 

Mr. Symineton: Yes. They were all settled. 

Mr. Mayspank: I have a question I was going to ask, but perhaps you 
were going to answer something else first. Could you give the total overall cost 
a that Armstrong accident? Maybe you are going to answer something else 

St. 

Mr. Symineton: It is two or three years ago. I cannot give it to you now. 
The insurance company paid it. We did not. We were insured at that time. 

Mr. MaysBank: Oh yes. That is all right. 

Mr. Symineton: Do you want this insurance, Mr. Jackman? If so, here 
it is. 

Flying equipment, 1948, we paid the underwriters, $24,900, self insurance, 
$267,554; public liability, we paid the underwriters, $3, 267, and the self insurance 
fund, $6, 612: passenger liability, we paid the underwriters, $32,500, self insur- 
ance, $68, 457: buildings and contents, material and eround equipment, we paid 
the underwriters, $11,721, self insurance, $2,332; employer’s lability, under- 
writers nothing, self insurance, $43,167; fidelity bonds, $416 underwriters, no 
self insurance; group life, T.C.A. proportion, $13,308 paid underwriters. That 
is a life insurance policy we took out for our employees. 

Mr. JAckKMAN: My question really goes back to what Mr. Maybank had 
to say. I was wondering how much liability had been incurred to pay for losses 
as against how much had been set up. Of course, we have to find out what the 
insurance companies have paid. It was obviously a losing job for them on the 
crash at Armstrong. 

Mr. Symineton: Oh, they made money. They came around when we did 
this and quoted rates very materially lowered if we would leave the business 
with them.. } 

Mr. Harris: The total comes to a good deal more than the 1948 amount 
of $293,347.70. Where does the balance appear? 


Mr. Syminecton: Pardon? 
Mr. Harris: The total of what you just recited? 


Mr. Symrincton: The total of what I just recited was $86,000 for under- 
writers, $388,000 for self insurance, a total of $474,000. 


Mr. Harris: Where is the difference between that and the ae 347.70 on 
page 11? Where does that show? 


Mr. Syminaton: Which item on Peek IGEN 

Mr. Harris: Item 617. 

Mr. Syminetron: Item 617, flying equipment insurance, 618, 654, and 696. 
They are departmentalized. 

Mr. Harris: The figures you have just given us make up the total? 


Mr. Symrincton: Yes. I am relying on my accountant here. I have not 
figured it out myself. I can give you the premiums if you want them established. 


Mr. JAcKmMAN: It is more the principle that I am concerned with. 
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Mr. Symincton: You asked about liability. Our aircraft insurance runs 
to a total insured value of $3,000,000. We charged 74 per cent and the previous 
rate we paid was 8-426 to the insurance companies. 

Mr. JacKMAN: It is like automobile insurance. We are not concerned very 
much with property damage or damage to your own car but public liability 
may run into very large figures, and the same thing with aircraft. 

The Cuarrman: Are you ready to adopt this report, gentlemen? 

Mr. Emmerson: I want to ask Mr. Symington what is the record of 
accidents for 1943? 

Mr. Symincton: The only accident that amounted to anything that we 
have had was the one at Armstrong three years ago. 

Hon. Mr. Hanson: The record has been excellent. 

Mr. Emmerson: You have not had any in 1943? 

Mr. SyMINcToNn: No. 

Mr. Emmerson: No damage, no public lability claims? 

Mr. Symineton: There were some jars but nothing serious involving 
injuries. 

Mr. Donnetiy: That is the only real accident you have had since you 
began operations? 

Mr. SymMinctTon: Yes. 

Mr. Harris: Does the cost of repairing a plane that is damaged in an 
accident come out of the self-insurance fund or out of operations? 

Mr. Symineton: It comes out of the self-insurance fund, Mr. Harris. 
Mr. Harris: There is one other observation, Mr. Chairman. I cannot just 
agree that the conduct of the whole T.C.A. operation in the matter of super- 
intendents and employees has thinned out a great deal when the grand total 
of the costs this year, as I view it from the statement here, is about 50 per 
cent higher than they were last year whereas the total income is not 50 per 
cent higher. I imagine you must be thickening up the necessary services to 
carry on the T.C.A. I understood the witness to say they had thinned out a 
great deal the control of the T.C.A.? 

Mr. Syminetron: We have not thinned it out. With the growth of business 
we have not taken them on, and they have taken people from us through 
selective service, mainly mechanics. : 

Mr. Harris: You took them on to the extent of from $326,000 up to $559,000 
in one year? 

Mr. Symineton: Yes. Of course, I gave a written statement this morning 
as to the reasons. 

Mr. Harris: It does not indicate you have thinned out toythe extent of 
your statement made to-day? 

Mr. Symincrton: | simply repeat the statement I made to-day that we are 
running in my idea of things very thin for the operations we have. 

Mr. Harris: Not nearly as thin as a year ago? 

Mr. Symrineton: Yes, I think I would say thinner. 

Mr. Harris: Not according to the costs? 

Mr. SymMincTon: Not according to the costs, that is quite true. 

Mr. Harris: You have an advance from $156,000 to $225,000. 

Mr. Symineton: Which item are you reading now? 

Mr. Harris: Item 631. You have an advance from $156,000 to $225,000; 
that is an advance of $75,000. Then you have an advance from $326,000 to 
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$559,000. That does not indicate thinning out to the extent that your general 
statement would lead us to believe. I am not complaining about it. It is just 
as well it is not thinned out too much. 

Mr. Symineton: I think we are thinned out too much. I have asked 
the R.C.A.F. to get me seventy-five pilots, one hundred and fifty mechanics, 
navigators and radio operators. They are getting them as fast as they can. 

Hon. Mr. Hanson: It seems to me that the chief criticism of your state- 
ment is the tremendous increase in your operating cost; is that not so? 

Mr. Symineron: ‘That is the reason I read the statement to VOU od 
went to some trouble to read a statement this morning which I prepared in 
explanation of it, and which you will find on the record. 

Hon. Mr. Hanson: Of course, we have not got it in front of us, and we 
cannot cross-examine you intelligently on it without it so I am not going any 
further with it. 

Mr. JackMAN: On this contributory pensions plan for the personnel what 
percentage do you contribute and how much does he contribute? 

Mr. Symineton: We contribute the same as he does up to 5 per cent. 

Mr. JAckmMan: And he contributes what he likes up to that. 

Mr. Symincton: New employees since the plan was effective are com- 
pulsory 2 per cent. 

Mr. JAckMAN: That is approved by the revenue department for taxation 
purposes? 

Mr. SymMinceTon: Yes. 

Mr. JAcKMAN: Why do you not put the money into government annuities 
‘and get 4 per cent instead of 3 on the government guaranteed bonds? Why 
do you not put it into government annuities, buy them government annuities? 

Mr. Symincton: We cannot buy them annuities at the moment until we 
get enough money to buy annuities. 

Mr. JACKMAN: You can pay in on them. 

_ Mr. Symrineron: We do not know that we are going to want annuities 
when the time comes. These boys are not looking for annuities now. They 
are building up a fund under the plan to buy an annuity at the time they retire. 

Mr. Jackman: But during the time they are building up, if that is the 
purpose in view, they could be getting 4 per cent instead of 3 per cent? 

Mr. Symineton: Of course, probably many of them will leave the service 
and will want their money out. The plan is one of investment in government 
securities, and when a man comes to the retiring age whatever sum is there 
buys him an annuity for life, a government annuity. 

Mr. JAcKMAN: If he wants his money out he cannot get his money out; 
the government will not approve of a plan whereby you give them a lump sum 
when they leave your employ? 

Mr. Symincton: In the air business I do not think we could tie them up 
so they could not get out. 

Mr. Jackman: They cannot get their money out under a government 
approved plan? 

Mr. Syminetron: I do not think they would consent to that. 

Mr, JAckMAN: They have no option now when they leave your service? 

Mr. Syminoeton: No, they get their money back but if they are retiring 
they get an annuity for the rest of their life. 

Mr. JAckMAN: A man may come under this plan with government approval 
and when he leaves your employ he-can get a lump sum? 

Mr. Symincton: He gets the money he has paid in plus interest on it. 
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Mr. Jackman: All of which money has been tax free to him? 

Mr. Cooper: It is not tax free. 

Mr. Jackman: Why do you not get a tax free plan then? It is much 
more beneficial to the employee. 

Mr. Coorrer: That is questionable. : 

Hon. Mr. Hanson: It is quite possible you can get a tax free plan. 

Mr. Cooprr: Yes. 

Hon. Mr. Hanson: There may be a question of calculation which might 
alter your policy. 

Mr. Harris: I should like to ask, Mr. Chairman, if items 631, 681 and 
691, salaries and wages, are frozen? 

Mr. Symincton: Yes, they are frozen. 

Mr. Harris: What method do you use to hold your employees? 

Mr. Symineron: We just hold them, that is all, if we can. There are 
quite a lot of changes. 4 | 

Mr. Harris: Do you change your categories? Where you are going to 
lose a valuable man because his salary is frozen do you put him in another 
category ? 

Mr. Symineron: If we can give him a better job he will be allowed an 
increase in salary. | 

Mr. Harris: Did you originate any new jobs or positions during the year? 

Mr. Symincton: Ido not know that you could say we have originated new 
jobs. Naturally with the expansion and increase of territories we have appointed 
superintendents, and that sort of thing in various territories. 

Mr. Harris: Have you been able to hold your men? 

Mr. Symtncron: Yes, we have been able to hold our people. 

Hon. Mr. Hanson: What you do, and I suppose what everybody else does 
who wants to hold their employees, is: you assign them new duties and therefore 
you give them a greater emolument. It is quite proper as far as I am concerned. 

Mr. Symrncton: As far as I know we certainly increased a few of our 
men and we have made changes in their duties. 

Hon. Mr. Hanson: Surely. 

Mr. Symincron: But I think in each case it has been a bona fide promotion. 

Hon. Mr. Hanson: I am not suggesting otherwise. That is the proper thing 
to do in my view. 

Mr. Symtncron: It has not been very general or marked but there has been 
some, yes. 

Mr. JackMAN: Perhaps Mr. Cooper would tell us why you do not set up a 
trust fund for the annuities on the assets side and have a contra account on the 
liabilities? It is more usual, is it not? 

Mr. Coormr: No, it is referred to in the report, Mr. Jackman, that with 
respect to the employees’ annuities fund the company is a trustee only. The 
fund is not an asset of the company and it would be incorrect to include it in 
the assets of the company. 

Hon. Mr. Hanson: Then the consolidated revenue fund of the Dominion of 
Canada is all wrong because superannuation is in there. . 

Mr. Cooprr: I am not discussing the public accounts. 

Hon. Mr. Hanson: You are defending your accounting system; that is all. 

Mr. Cooper: Quite. 

Hon. Mr. Hanson: As far as I know you may be right. 
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Mr. Cooper: The employees’ annuity fund is not an asset of the company. 
Why should it be included in our assets? 

Mr. JACKMAN: Because you are handling it for them. 

Mr. Coormr: Only as trustee. 

Mr. Symineron: You would not have us put it in the assets of the company 
if it is not an asset? 

Mr. JAcKMAN: And a contra liability for the same amount, 

Mr. Coorrer: We have referred to it in the report. 

_ Mr. JAckMAN: Some year if you do not make reference to it we will not 
know that you are responsible for the money. If you do not have it in the balance 
sheet you should have a footnote, a contingent liability, if you want to call it 
that. You have the responsibility in regard to the handling of that fund as a 
corporation, or have you got a set of independent trustees? 

Mr. Symineron: A set of independent trustees, 

Hon. Mr. Hanson: You do not handle it yourself? 

Mr. Syminaton: It is handled by the organization. 

Hon. Mr. Hanson: Then you are trustees in handling it yourself? 

Mr. Symineton: The company is not. the trustee. Certain individuals are 
trustees. 

Hon. Mr. Hanson: Then we have not got the full picture. 

Mr. Jackman: If there happened to be a defalcation would not T.C.A. fee} 
responsible if one of their officers was a defaulter? 

Mr. Coooprr: It might. 

Mr. JAcKMAN: It is a liability. 

Mr. Coorrr: I cannot agree for a moment that the annuity trust fund is an 
asset of the T.C.A. and I would go further and say that it would be most 
unusual for a company to include that in its assets, 

Mr. JacKMAN: I have seen it often. 

The CHAIRMAN: Before any more members leave the committee room, I 
would like to discuss whether we will sit to-morrow morning or not? 

Hon. Mr. Hanson: I cannot be here to-morrow morning. 

Mr. Hanson (Skeena): There is a caucus to-morrow morning. 

The CHatrMan: I know there is a caucus, that is what I want to put to the 
members, the question of sitting while the caucus is on. 

Hon. Mr. Hanson: I think you better set this committee over until after 
Easter. 

Mr. Hanson (Skeena): How about sitting at 4 o’clock to-morrow afternoon? 

Hon. Mr. Hanson: The Banking and Commerce Committee are sitting 
to-morrow and I cannot be here. However, that is not important. I feel I 
should be here. That is the trouble that we are up against. 

The CuairmMan: All right, gentlemen, we will meet to-morrow afternoon at 
4 o’clock in room 262, on the Senate side. 

Mr. JackMAN: What is that item, affiliated companies, $2,751? 

Mr. Symineton: That is the New York airport terminal; A stock 25 shares 
at $1; C stock 10-year promissory, dated July 21, 1941, 2,000—that is what you 
have to put up in order to land at La Guardia airport. 

Hon Mr. Hanson: That is quite a proper thing. 

Mr. JAcKMAN: Do you get as good service at La Guardia field as the 
American companies do? 
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Mr. Symineton: I think so, sir; we have had no complaints. We have 
had complaints that the customs and immigration sometimes delay our people 
somewhat; so far as the airport employees themselves are concerned we have 
no objection. 

Hon. Mr. Hanson: That is a great air field, isn’t 1t? 

Mr. Symincron: Oh yes, you should see the plan of the new one. Itnis 
marvellous. 

The CuarrMAN: Well, if you are through deliberating on this report will 
someone please move its adoption? 

Mr. Jackman: Oh give us just a minute, Mr. Chairman. Some complaint 
has been made by a number of people, I believe, about facilities; i understand 
that you have incidental services here of $855,000 this year as against $599,000 
last year. 

Mr. SyMINGTON: Yes. 

Mr. Jackman: I understand that you have no refreshment booths where 
coffee and such things are available, I mean you have not the same facilities 
that the American companies have. 

Mr. Syminaton: Those are not incidental services. Incidental services are 
sales of gasoline and these war services that we have been talking about. You 
say there have been complaints made? 

Mr. JacKMAN: Yes, that you are not able to get coffee and sandwiches which 
the American lines have at their airports. 7 

Mr. Symincton: We have that at Montreal and at Malton. I am not 
proud of Malton, no. It is entirely a question of room. The trouble with this 
business is that the places that have been built were built for the present and 
not for the future, and it is a question of largely what you can do. The Malton 
service is bad because it is so far from the city and there is no place for the 
employees, no dining-room in which they can be served and they have to be 
taken in and out. It is most difficult to get proper help these days. It will 
right itself but the truth at the moment is that you cannot get it. 

Hon. Mr. Hanson: What about beer, is there any demand for beer? 

Mr. Symineton: We haven’t got any licence and we discourage it in the air. 

Hon. Mr. Hanson: I think you are right. 

Mr. Jackman: As an operating official of the T.C.A. would you care to 
express any opinion about the Malton ‘airport and its convenience or incon- 
venience to the people of Toronto? 

Mr. Symincton: Oh, I do not know; certainly it would be much better — 
and much more convenient if it were closer. 

Mr. Jackman: And it should be closer? 

Mr. Symincron: I would not say that, I am not qualified to say that. 

Mr. Jackman: Do you know anything at all about a scheme for develop- 
ing the island airport? ; 

Mr. Symincron: We have tried the island airport but when it comes to 
the size of plane we will shortly be operating it is out of the question. I might 
tell you as a matter of information that I nearly drowned myself there. To 
develop that to an adequate size would involve an expenditure of a million 
dollars or more. As you probably know, these big planes must land against 
the wind and take off against the wind. And in addition to that the air field 
there at present is not large enough to accommodate even our two-engine planes 
and it certainly would be far short of what we would need for the planes of the 
four-engine type which will shortly we hope be in operation. The island simply 
has not got the length to accommodate those big planes. 
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Mr. JAckmAN: After all, the island is over a mile long in spots, could it not 
be developed? 


Mr. Symineton: If the city of Toronto wants to develop it all right, I am 
not going to. . ; 
Mr. JackMAN: Is it a question of cost alone? 


Mr. Symineton: Not altogether, the island is not suitable, there is not 
sufficient length. 


Hon. Mr. Hanson: Could you not move Toronto nearer to the airport? 


Mr. Symineton: You see, you have got to have not just one runway, but 
you hhave to have a number of runways so as to meet the different winds. You 
have to come down and go up into the wind and require to have different run- 
ways to meet different winds. Otherwise you might get a condition at Toronto 
island airport where you would not be able to land or take off over a period of 
two or three days. The longest available runway there is too short and cannot 
be made long enough. It could be made long enough at great expense to 
accommodate our two-engine machines, but it would never be able to accom- 
modate our four-engine machines, and that is what is coming. 

Mr. JAckMAN: The reason I asked that was because the island after all is 
quite long— : 

Mr. Symineron: It thas all been handled, the Department of Transport 
will tell you that it has been surveyed thoroughly and the whole thing gone into 
and just is not possible. 

Mr. Jackman: Can passengers easily take out insurance with private com- 
panies at the airport? 

_ Mr. Symrneton: Yes sir. 
Mr. Jackman: No difficulty in that connection? 


Mr. Symineton: None at all; and it is very cheap because our record is 
good. 


Mr. Jackman: Looking over aircraft operation maintenance and depre- 
ciation accounts on page 11 I see, just looking at some of the items appearing 
there, that there has been a 35 per cent over-all increase in operating costs. 
Some of these items appear to be very much out of line in respect to the amount 
by which they have increased. Your over-all increase is 35 per cent and some 
of these increases are vastly in excess of that. Take this item, aircraft instrument 
repairs; it was $79,000 in 1942 and $90,000 in 1943. How do you get such a 
disproportionate increase? 

Mr. Symincton: The answer to that is that it is in instruments that the 
greatest progress has been made. They have had to be changed through 
obsolescence and they also have reached a stage now when they have to be 
replaced. 

Mr. Jackman: Did you not set up depreciation on these items from year 
to year? 

Mr. Symincton: Oh, yes. 

Mr. JacKMAN: You seem to have exceptionally heavy charges to operation 
in one particular year. 

Mr. Symrneton: That is because we bought a lot of new instruments. 

» Mr. JAckMAN: Do you charge to instruments? 

Mr. Symineton: If they are replaced, yes. 

Mr. JackMAN: What is your depreciation policy in this connection? 

Mr. Symincron: We depreciate the planes in four years—the aircraft have 
a four-year life with $5,000 salvage; propeller hubs, 7,000 hours in the air; 
aircraft engines 6,000 hours in the air; aircraft communication equipment, a 
five-year life; miscellaneous flying equipment, a five-year life; ground communi- 
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cation equipment, a five-year life; hangar equipment, ten years; shop equipment, 
ten years; motor vehicles equipment, ten years, 7 years and 5 years; fuel 
storage equipment, 10 years; furniture and fixtures, 20 years; airport lighting, 
20 years; miscellaneous ground equipment, 10 years; buildings and other 
improvements, 3 per cent; lease-hold rights, hangars and so on, 3 per cent. 

Mr. JackMAN: What about these aircraft instruments, are these all repairs? 

Mr. EncuisH: They are part of the aircraft. If you replace the instruments 
you do not charge the depreciation reserve until your whole aircraft is written off. 

Mr. JaAckMAN: Because particularly I notice here, miscellaneous flying 
equipment repaired $20,000 one year and last year $50,000. 

Mr. Symineron: That is not very much of a difference. We flew more 
miles, I do not think that is abnormal. 

Mr. JacKMAN: Your average increase in operating expenses is only 35 per 
cent. I thought most of it would hover around that figure. 

Mr. Symrneton: Oh, no, I do not think you could assume that at all. 

Mr. JaAcKmMAN: Then there is your liability and compensation insurance, 
$153,000 and $297,000 last year? 

Mr. Symineton: Yes. Well, that is because you see last year (1942) there 
were six Lodestars which only came in in November and they are an expensive 
new plane; we only had one month’s insurance that year and we had twelve 
months in 1943, and that is a new plane. 

Hon. Mr. Hanson: And that accounted for it? 

Mr. Syminetron: Yes. 

Mr. JACKMAN: Six additional planes as well as these? 

Mr. Symineton: Yes. 

Mr. Jackman: Aircraft engine depreciation; that is a special write-off; 
$39,000 odd to $292,000 in 1943. 

Mr. Symineton: That is aircraft engines. The answer to that is this, our 
depreciation with respect to aircraft engines last year was not normal because 
‘we had sold to various people including some in South America our original 
engines which had completely depreciated. We sold them under a war condition 
for something over $100,000 and that of course was credited against depreciation 
last year. 

Hon. Mr. Hanson: I wonder if you have givem consideration to this matter, 
Mr. Symington; what have you done with respect to going into new territory, 
exploring, if that is the proper term to use, new routes in the tropics; I see you 
refer to it here? e 

Mr. Symincton: We sent a man down to all the West Indies and South 
American countries. He saw the government people and investigated landing 
fields, who owned them; made a study of the traffic that could be reached and 
what class of men we would require and so on. 

Hon. Mr. Hanson: Did you find the field pretty well dominated by Pan- 
American? 

Mr. Symineron: Oh, no, Pan-American runs to South America of course 
but there is no exclusive privilege. 

Hon, Mr. Hanson: You say they do not have an exclusive field? 

Mr. Symrneron: They have been in there, but there is no difficulty, we can 
get in. We would have to compete with foreign organizations. . 

Hon. Mr. Hanson: Have you arrived at any conclusion as to whether you 
should go in there? 

Mr. Symincton: No, we have not arrived at any conclusion yet, because of 
course in the West Indies although there have been a lot of big air fields built 
there. The ones that are worthwhile, are nearly all under the control during 
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the war of the American government and we have got to wait and see what is 
going to happen to them after the war. 

Hon. Mr. Hanson: That is all in the future. 

Mr. Symincton: We have got ready. We know what we want. You 
ask what else we are doing; we are doing a great deal; with respect to the 
plane we will fly, in what kind of plane we want to fly; I would say to you 
that we are the only people who have had any real practical experience 
in flying the ocean as an operation; and I will tell you there was a— 

Hon. Mr. Hanson: As a what? 

Mr. Syminetron: As a commercial operation. 

Hon. Mr. Hanson: Well, as a commercial operation, but as a practical 
operation— 

Mr. Symineton: As a practical operation; we are not ferrying bombers 
over, we are running cargo. 

Mr. Hanson (Skeena): I will move the adoption of this report. 

Hon. Mr. Hanson: Now, just a minute, you are not going to railroad this 
thing through. . 

The CHarrMAN: We have to be through with this thing by six o’clock. 


Hon. Mr. Hanson: No, we have not. If we are not through by 6 o’clock 
then we will not be through. We are not going to be choked off. I quite 
appreciate that Mr. Symington has urgent reasons for wanting to get away; 
but don’t let us have anything like that from any of the members of this 
committee. The Chairman is not going to put anything like that over us. 


Mr. Hanson (Skeena): Now, the chairman is not trying to put anything 
over; it was my suggestion, the adoption of this report and you are not going 
to place any blame on him for anything of which I am responsible. 

Hon. Mr. Hanson: As far as I am concerned, I see a tendency to rush 
things, and with a mechanical majority you can do that if you want to; but 
I warn you, you better not do it. 

Mr. Hanson (Skeena): What is that, a threat? 

Hon. Mr. Hanson: You can call it anything you like. 

Mr. Hanson (Sheena): Let me tell you that I do not have to take any 
threats from you. 


Hon. Mr. Hanson: Take it anyway you care to; ,as far as I am 
concerned, I am not going to see this discussion choked off. I wanted to ask 
that question because I omitted it, and it is important. 


Mr. Syminoton: That is a at we are giving intensive study. 

Hon. Mr. Hanson: You say that you are the only people who have flown 
the Atlantic on a practical basis; what about the British Airways? 

Mr. Symineton: They are flying bombers and that sort of thing. 

Hon. Mr. Hanson: They have done the same thing, have they not? 

Mr. Symineton: No, not exactly. 

Hon. Mr. Hanson: With regard to Ferry Command in 1941, the commanders 
were all British Airways people. 

Mr. Symincron: They just took bombers over and left them there. 

Hon. Mr. Hanson: And they flew back too. 

Mr. Symineton: No, they did not fly back. 

Hon. Mr. Hanson: Excuse me, I flew over and back with one. 

Mr. Symineton: That is B.O.A.C. 

Hon. Mr. Hanson: No, excuse me, I know what I am talking about. 

Mr. Syminecton: Well, as a regular thing, they do not. 
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Hon. Mr. Hanson: Perhaps that is a more explicit statement, but you 
do not want to leave the impression that T.C.A. are the only people who. have 
had practical experience in this class of work because British Airways has done 
that for years. 

Mr. Symincton: The point I want to make is that we are the only people, 
I think, who have endeavoured to create from a bomber a commercial plane and 
operate it across the ocean. | 

Hon. Mr. Hanson: That may be true, and that is probably an exact 
statement. As far as I am concerned you can pass it. 

Mr. JACKMAN: Coming back to my question based on “ground operation, 
maintenance and depreciation”, I find that superintendence has gone up from 
$156,266 to $225,225. Should there be any necessary relationship at all between 
the general increase in operating expenses of 35 per cent and that of individual 
items such as superintendence? ; 

Mr. Symineron: Superintendence? I noticed that one. The explanation 
given to me is that the large increase in government work has caused a large 
increase in the superintendence of the operation. 

Mr. JAcKMAaN: And on the same basis I refer. to airport and hangar 
employees? 

Mr. Symincton: My answer to that is what I indicated before that we 
have lost experienced men and we also have a large number of women who, of 
course, are not quite as efficient in that particular job. 

Mr. JAckMAN: Then there are other items like item 650 “shop expenses— 
indirect labour and material”. There you have $85,000 in 1942 and $107,000. 
in 1943. 

Mr. Symineton: What number is that? 

Mr. JACKMAN: 650 on page 11. 

Mr. Symineton: That is not a great increase. 


Mr. JackMAN: That one seems to be normal. I do not see why the same 
explanation should not be given. 


Mr. EncuisH: That covers supervisory men in the shops. All male 
employees. 


Mr. JAckMAN: Why does it not compare with superintendence generally? 

Mr. Syminctron: The superintendents are male; but the government work 
and the B.O.A.C. work and the R.C.A.F. work and the Department of Trans- 
port work have increased and have required at different points an increased 
number of supervisors on the staff. 

Mr. JAcKMAN: I am looking over the increase. 

Mr. Symrncton: I am trying to make an explanation. 

Mr. JAckMAN: I am trying to show what happens to a person who does not 
know what has been happening. : 

Mr. Symincton: I am glad that you asked that. I noticed that item myself. 

Mr. JAckMAN: It would look as if some of the expense account had been 
pretty severely loaded on account of the increased revenue of the company 
during the year. Now, I merely wish to have an explanation as to why that 
assumption is probably wrong? 

Mr. SymineTon: Quite right. 

The CuatrMANn: I have a motion from Mr. McCulloch to adopt this report. 
All in favour? 7 

(Report adopted). 


The committee adjourned at 5.50 o’clock p.m to meet Tuesday, March 28, 
at 4 o’clock p.m. | 
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APPENDIX A 


EMPLOYEES AND THEIR COMPENSATION 


As at Dec. 31, 1943 As at Dec. 31, 1942 
% Male Female Total Male Female Total 
ai taH INU OTN Rae) aa i! en i 26 Mgt 26 20 Bes 20 
General Office Staffs 00.00 0.0) 00), 24 46 70 15 21 36 
Flight and Dispatch— 
CECT UE TL EGON a iB Te Tea alien a iia 57 Uy oF 50 Agee 50: 
arse OiiGers Mom. Wea A OC alae 3 55 55 53 53 
First Officersin Training ....... 2 uh 2 3 Ba 3 
muewardesdes i 0 iin By aul Sais 61 61 ue, oz 52 
Msp alch aye ete a en ete on Rig 21 24 ihe 24 
135 61 196 130 52 182 
Communication and Stations— 
Siation Manacers, oy) soto li ats 14 aye 14 1] he 11 
Badio- Operators oui. oe oe 90 34 124 95 sh 95 
Radio Technicians ............. vf nes 7 5 wi, 5 
Passenger Agents 2) 22.0 31 70 101 22 4] at 
Reservations Agents ............ 14 31 45 12 16 28 
Telephone and Teletype Operators Aaa 91 91 53 53 
Cargo Cleria ja ui ety ot gk 91 6 97 56 4 60 
Commissary Clerks 0 oy eho: ie 14 14 
Glerica WAasee Leg wey alee i key 1 8 9 4 6 10 
248 254 502 205 120 325 


Maintenance and Overhaul— 
Engineering and Clerical ....... 36 17 53 20 9 29 
Chief Mechanics, Foremen and 
Sub-Foremen, Inspectors and 


Crews Chietar iin iia 112 ane 112 65 Ba 65 

Air Engineers, Mechanics and Jr. 
CCN ARICH Cea Le anne IO) 344 344 170 170 
Helpers, Learners and Operators 217 166 383 194 122 316 

Building Maintenance 

atids Gleawera) milan © mire ik! aN 75 28 103 62 19 81 
Chsaftenra ec oie ek ae le a 38 1 39 24 MeN 24 
822 D1 i Oat 535 150 685 
PLOT CR Pee al Mee EN Wi wel th kf 27 29 56 22 18 40 
CEOUNEINE RAST uated Sees uit! 24 37 61 20 20 40 
SET al emt ae SRN a Ve REN es | 33 79 112 47 BT 84 
ee REN idee ech spines ap MACE IS pale ena lee 1,339 18: 2,057 994 418 1,412 


* Note—Includes personnel directly engaged in war contract work: 1943—320 3; 1942—160. 


TRANS-ATLANTIC (including Return Ferry Service) 


As at Dec. 31, 1943 As at Dec. 31, 1942 

ale Female Total Male Female Total 
Supervisory, OmMicers hoses esos woe 3 3 2 2 
OCaptains atu tite aaalhane nog ee alate 5 5 3 3 
Marsh Othcers a wlas wet cee om teh 3 3 
Radio Operatorais waoay eels Gis 3 3 3 3 
Stacionn Manavera ne aay ae wie cy pause 2 2 Ries 
Slavica ly 0s eres Marto we Ve roms NN) 5 17 22 4 13 
Maintenance and Overhaul ......... 216 23 239 198 21 219 
SOLOLOR fa che otregeen aaa ig tae eit cwe he a 5 7 12 1 

PLOT AL en chit Usicee alt 239 47 286 214 36 250 
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Percentage of female employees, T.C.A.—35 per cent as at December 31, 1943. 


Total Payroll for Year— 
1943 


TC ee EW Aa elie oo Slee Cee kat lt eee > $3,375,964 
Trans-Atlantic (including Return Ferry Service) ... 515,196 


$3,891,160 
1943 


I CUA ee ee Ces ol BS ee a Le AN Hie Ral ee ne esi alts sts ee noes hipzes be 
Trans-Atlantic (including Return Ferry Service) ... 54,423 


$ 406,595 


Statement of Staff by Locations 


As at December 31 
194 


1942 


$2,402,552 


309,006 


$2,711,558 


1942 


$ 225,598 


21,610 


$ 247,208 


1943 2 
Victoria, BiGite, Cosa alate slaliteele yew 6 cls ial ona tetore sol cote epee 10 2 
Vancouver, B.Cyo sy Gra ede waiioe mins peaks aries yee hale cn: iar teas 54 47 
Penticton) BiCiairsds he wicntels os estie vie eiensly steer] st eres inie + ies tarde ans 5 4 
Kimberley; Baia oe Nae i Rie tieoee 0 ial stbie's eb mipnaeerenanes 4 4 
Lethbridge; Alta. 0 Sugie Ceo a ome ere sien oceune renepere einai 74 52 
Calgary, A laske ac. 0 yi twas cite ateipl cya aime aie) aieletrednsp area ayerrmnniele 16 13 
HWdmonton, Altar Nts 5.5.0 oh cs Dispee ie one olnipia eyo cacocn lm cecnye eeeeaeas | seraivoas 25 18 
Regina. Saski, 20.0 ieee sie sihsclernlaleinie inte + eurce siguctersaeie i ier 15 12 
Winnipeg, Maar 50 ee ooo lage ce ai aves ie arrearage ee 1,110 Tee 
Armstrong, Ont. so e.)5 2 pace Sele nies es biece etre i+ Bie sie 6 eieurreroinye pe 7 10 
Kapuskasing, «Ont, s,s. isis selene e vi ot yam wre «het ieiecerrspiet clmnsaeiete 10 8 
North Bay Ont le si ou Fe bie. sinleleles o/s se cue pea sae 2 Oy pk eusiele eter 10 8 
Toronto, -Onte os sb te edie sso 8 a emp gie Hele «eset nfo caus) euna rele iayeeeanasys begs 348 275 
Pondor es ONG Sask o> Se saialelo eens ie abeliadstela's sieXetens Aararin aiece cael 10 9 
Wriridsor Onts iis oo snle alain Uplate revetepe leit mr olnie mnpuem wane oriels 16 16 
New “Work. NeYio sic sath s sees piste one sates. 9 2) hie en ain pra, Sheed 14 LZ 
Ottawa Onts Go. clay .aice a els ciel conten ahateleta lets! obs eueteeuet= > enema 35 27 
Montreal, Ques iiss sels i) wir eets open mlelela cas» 92) ¥ perce tip rie een 99 58 
Monctony Ni. 05s Ban Se sacra caeeyienes ave ye es eeleveanl = etna «cn eauemr 112 76 
Halifax Nii oo Soe ci eR Bie a ooh ee ee ie pla ml onege wits se ela aes 42 23 
Sydney NiO yt soles) cise wig Wekalnyall nigdeno cleleratent ors jalriereuaaars seers eas 12 i 
Stephenville; Ntldy.iccc28) 0s pa ote lsich Sala pin sy os ele Spe ies ite 3 1 
Gander, dN Old dire ec sah ig = Wie siete olnvons ausiaieie a aplole anrlngniahe enim sas eee 12 6 
Ge Tolin’s, NA se Alias «see eaters eters arlsie imple ie) iene igs eo haas! ghegs a 14 t 
DO taL ee uve ewe ao bial sdlieeeh wie in ate Ry aa eateliobe Ge oeahs “stare gare) Feige 2,057 1,412 
Montreal, Que. (Trans-Atlantic) .....-.eee ee ee reece reece 283 250 
Prestwick (Trans-Atlantic) .......ceese cere e eee e reece eens 
TS ta Da aie ey ieee a patna evan Aipen elas lets (a 4 Pores eters 286 250 
Grand: Total) siete ok sige 5 wie tan are oto so 0y oko eyortis ameateenisl vue 2,343 1,662 


Employees on leave of absence for Military Service, as at December 31, 1943—227. 


Average Compensation per employee (including cost-of-living bonus) : 


TC Ap 


December, 1943—$157 
December, 1942—$158 


B.0.A.C. and Trans-Atlantic— 


December, 1943—$170 
December, 1942--$166 


oN’ f x. 
if ay reat z B} a \h) yy f MPC ne i te i ' 
LALA Ko RhaMene babe Ch hoy 9 LK Bhat. Rie Waited ESA 


At . © 
Doc me “BV Odie OUTee Gh, tS¥ a 
F fl v4 Po | 
(LOE (SESSION 1944 
wy 
R HOUSE OF COMMONS ) 
f> f } / // f } 4 
cyt | ii 


4 STANDING COMMITTEE 


ON 


RAILWAYS AND SHIPPING 


Owned, Operated and Controlled by the Government 


MINUTES OF PROCEEDINGS AND EVIDENCE 
Noi 2 


CONSIDERATION OF ANNUAL REPORTS 


Canadian National Railways, 1943. 
Canadian National (West Indies) Steamships Limited, 1943. 


TUESDAY, MARCH 28, 1944. 


WITNESSES: 
Mr. R. C. Vaughan, Chairman of Board of Directors and President, 
Canadian National Railways. 
Mr. T. H. Cooper, Comptroller, C.N.R. and T.C.A. 
Mr. N. B. Walton, Executive Vice-President, Operation and Construc- 


tion Departments, C.N.R. 
en ape 
. + ™ tp 
. { \ 
: OTTAWA } 44 [ 4, 19 AS \e 
EDMOND CLOUTIER |, PLO ys \a 
PRINTER, TO THE KING’S MOST EXCE eee MAJESTY } 
1944 Bh 
¥ 


ecm sane sari e 


: a nS, 
J Card At vas 
Ae 


MINUTES OF PROCEEDINGS 


Tuxrspay, March 28, 1944. 
(3) 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4 o’clock. Mr. J. P. Howden, 
the Chairman, presided. 


Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena),. 
Hanson (York-Sunbury), Harris (Danforth), Howden, Jackman, McCulloch, 
Maybank, Michaud, Nicholson, Parent, Sanderson and Sissons—(14). 


The Committee commenced the consideration of the Annual Report of the 
Canadian National Railways for the year ended December 31, 1943. 


Mr. R. C. Vaughan, Chairman of the Board of Directors and President of 
the Canadian National Railways, was called. 


Before proceeding with the reading of his report, the witness gave an out- 
line of what the C.N.R. accomplished from 1940 to 1943. Mr. Vaughan was 
commended for this opening statement. 


The witness read the annual report and was examined thereon. 


Messrs. Walton and Cooper, respectively Executive Vice-President and 
Comptroller of the Canadian National Railways, assisted Mr. Vaughan. They 
were also called and interrogated. 


The witnesses were retired. 


At 6 o’clock, Mr. McCulloch moved that the Committee adjourn until 
8.30 this evening. The question being put, it was resolved in the affirmative. 


EVENING SESSION 
(4) 


The Standing Committee on Railways and Shipping resumed at 8.30 0’clock. 
Mr, J. P. Howden, the Chairman, presided. 


Members present: Messrs. Donnelly, Durocher, Emmerson, Hanson 
(Skeena), Harris (Danforth), Howden, Jackman, McCulloch, Maybank 
Michaud, Nicholson, Roebuck, Sanderson and Sissons—(14). , 


7 


As requested of the Department. of Transport, the following documents 
were tabled. 
1. P.C. 6255, dated August 6, 1943, naming Winnipeg, Saskatoon and 
Edmonton under the Transport Act. | 
2. P.C. 6256, dated August 6, 1943, naming Halifax and Saint John under the- 
Transport Act. 
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3. Application for Saint John-Halifax Air route by C.P. Air Lines Limited. 


4. List of applications for air route dicences and transfers made by C.P. Air 
Lines Limited showing date of application. 


On motion of Mr. Donnelly, seconded by Mr. McCulloch, the above were 
filed as exhibits. 


On motion of Mr. McCulloch, — . 
Resolved.—That Mr. Donnelly be vice-chairman of the Committee. 
The Committee resumed. consideration of the Annual Report of the C.N.R. 


Mr. R. C. Vaughan was recalled and further questioned. 


Messrs. Cooper and Walton, who assisted Mr. Vaughan, were also recalled 
and examined. 


Mr. Hanson (Skeena) having referred to the Canadian National Railways 
brief before the Special Committee on Reconstruction and Re-establishment, 


copies of the minutes of that Committee were obtained by the Clerk and dis- 


tributed forthwith. 
At this stage Mr. Donnelly took the chair. 


In the course of the proceedings, Mr. Cooper, in reply to a question, read 
a statement relative to The Toronto Belt Line Company and the Irondale 
Bancroft and Ottawa Railway Company. 
Honourable Mr. Michaud gave details pertaining to property transfers to 
Government Departments, 


The witness agreed to supply the Committee with information showing 
individual results of C.N.R. hotels. 


Consideration. of the CNR. annual report being completed, on motion 
wf Mr. McCulloch it was adopted. 


The Committee then considered and completed’ the Annual Report of the 
Canadian National (West Indies) Steamships Limited which was read by 
Mr. Vaughan. 

On motion of Mr. Hanson (Skeena), the Report was adopted. 

Messrs. Vaughan, Walton and Cooper were retired, 

At 10.30 o’clock p.m., the Committee adjourned until W ednesday, March 29, 
at 4 p.m. 


(Antonio Plouffe) 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovuss or CoMMONS, 
| March 28, 1944. 


The Standing Committee on Railways and Shipping met this day at 4 
o'clock p.m. The Chairman, Mr. J. P. Howden, presided. 


The CuatrMan: I believe it is the understanding, if it is acceptable to all, 
that we will proceed with the report of the Canadian National Railways to-day. 
If there are no objections we will ask Mr. Vaughan to proceed. 


R. C. VaucHan, Chairman of the Board and President, Canadian Nationat 
Railways, called. 


Mr. Vaucuan: Mr. Chairman and gentlemen: I was almost on the point 
of saying it was a pleasure to be here again but I can heardly say that. How- 
ever, it has not been an unpleasant duty to appear before this committee in the 
last two or three years. We are here to give the fullest information in every 
respect to the committee concerning our operations in which they are interested. 
We, like yourselves, are busy, and while we do not want to hurry you in any 
way if you could possibly let us away before the Easter recess it would be a 
great obligement to us. 

Hon. Mr. Hanson: I was going to suggest that you go now and come back 
after Easter. We are all trying to do other things before we go home. 

Mr. VaucHan: That would probably be worse for us. Before I deal with 
the 1943 report proper I have a few remarks here in connection with our 
operations for the last four years, and with the permission of the chairman and 
members of the committee I should like to give you some facts as to just what 
has been accomplished in the last four years. 

In these four years we have not only made a tremendous contribution to 
Canada’s war effort but in addition we have brought about a very substantial 
improvement in the financial position of the system. 

In transportation performance the distance travelled by our trains exceeded 
248 million miles, our passenger cars travelled 775 million miles and freight cars 
nearly 64 billion miles. We carried 272 million tons of revenue freight and 93 
million passengers. Our gross revenues exceeded $1,368 millions. Our operating 
expenses amounted to $1,053 millions. The amount paid in wages was $659 
millions. Approximately 57 per cent of our total expense went out in the form of 
wages. Our fuel bill alone cost us $119 millions. 

Conforming to the government’s policy to prevent inflation of the currency 
by stabilizing wages and material prices, railway freight rates and passenger 
fares were frozen at their pre-war levels. Actually, due to variations in the 
character of the traffic, there was a decrease in our revenue per ton mile of 
about 5 per cent and a decrease in our revenue per passenger mile of about 9 
per cent, 1943 compared with 1939. Unfortunately for the railways it has not 
been possible to hold expenses at their pre-war levels. Our employees were 
eranted the maximum cost of living bonus which has cost the railway $403 
millions. Wage increases to the employees on our United States lines cost the 
railway $74 millions. The price of coal increased from an average of $3.76 
per ton in September 1939 to $5.43 per ton in September 1943: The price of 
new rail increased $9.11 per ton, untreated ties increased from 63 to 86 cents; 
these are average prices of course, and general railway stores material has: 
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increased almost 15 per cent over the pre-war level. In addition we instituted 
depreciation accounting in Canada on rolling stock equipment in 1940 and the 
amount charged into our accounts based on the normal depreciation rates has 
been $47 millions. 

In addition to the very heavily increased costs to which I have. referred 
and which can be considered as uncontrollable so far as we are concerned, we 
have made provision in our accounts for charges of an optional nature; that is 
to say we were not compelled to do these things, but we have provided for them 
because we have been more concerned to state our results on a conservative 
basis than we have been to make a favourable showing at the expense of the 
future. In addition to the normal depreciation charge for equipment we have 
taken up an additional $144 millions because we consider under the heavy traffic 
conditions of the war period there has been an acceleration in the exhaustion of 
the service life of our equipment. We have provided $24 millions for deferred 
maintenance of tracks, bridges, buildings and equipment and $24 millions for the 
amortization of facilities provided solely for wartime traffic and which are not 
expected to have any usefulness for ordinary commercial operations after 
the termination of the war. We have provided an inventory reserve of $5 
millions, and, as the committee will notice from our 1943 report, we have set up 
a reserve against our outstanding pension contracts, the total amount provided 
being $21 millions, of which $2 millions were charged to operating expenses 
in 1943 and $19 millions was set out as a special item in the accounts. The | 
total of these optional charges is $67 millions. After the payment of operating 
charges, including all the additional and special items to which I have referred, 
we had net earnings of $295 millions available for the payment of taxes, 
interest, etc. Out of every $100 of additional revenue over the 1939 level we 
carried $38 to net revenue. 

In the period we expended $754 millions on property investment account 
including $614 millions for new equipment. Notwithstanding these large 
expenditures we actually reduced capital debt by $38-8 millions and our fixed 
charges by over $1 million. 

From what I have said the committee will have received some idea of the 
magnitude, diversity and complexities of the operations for which we are 
responsible. We have a tremendous property to operate. The Canadian National 
family includes railways, steamships, air lines, telegraphs, express, hotels, and 
approximately thirty active separately operated companies. Measured by 
territory served and route mileage operated, we are the largest railroad on the 
American continent. We have over 100,000 employees and our present payroll 
is approximately $200 millions a year. With respect to the general officers 
under whose direction these operations are conducted I think it is fair to point 
out there has been practically no increase in their number and their basis of 
compensation is lower than that paid by other railroads to officers with com- 
parable responsibilities. 

The committee may be interested to know how we are getting along in 1944. 
To the end of the third week in March our gross revenues show an increase of 
$9-1 millions over the corresponding period in 1943. Our net revenue to the 
end of February has also improved by approximately one million dollars. We 
doubt whether this pace will be maintained and when our 1944 budget comes 
before you for consideration you will notice we have given expression to this 
view. I would like to add one short word—notwithstanding the magnitude 
of our operations and the tremendous expansion which has taken place in our 
revenues and expenses we are still keeping ,a very close check on our dis- 
bursements to see that under conditions which make for increased spending we 
continue to practise economy, and to maintain a strict control over both our 
capital and operating budgets. ; 
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Hon Mr. Hanson: I should like to make one or two observations of a 
general character. This may be no surprise to you but it may be a surprise to 
my colleagues who kick with the other foot politically. I want to give you a 
word of commendation for the results that the Canadian National Railways have 
achieved this year and say that you have made in my view a great contribution 
to the war effort. That goes for all the officials and men of the Canadian 
National system. This government and this country of Canada could not have 
done what they have done without the co-operation of both the railways and the 
Canadian National has had the major share and has done the major part of 
the job. I think it is due to you, having regard to my position in public life 
being opposed to the present administration, that I should say that to you and 
your staff, and I do so without any reservations. 

Having said that much I am not going to turn around and kick you in the 
face but I am going to say this to you, that we shall be glad to analyse and 
criticize not with a view to injuring you at all events but to elicit if we can 
the facts which we think the Canadian people ought to know. 


Mr. Vaucuan: I certainly appreciate what you have to say, Mr. Hanson, 
in those kind remarks. I can assure you we are always willing and anxious 
to give all the information we can and we are not a bit thin skinned about 
criticism. 

Hon. Mr. Hanson: I should like to strike this-personal note. There are 
those people in this country, and I expect there are those people in the ranks of 
the Canadian National Railway, who perhaps look upon me as an enemy of. 
the system, but I am not. For ten years I did a lot of legal work for the 
Canadian government railways, from 1911 to 1921, and I was always interested 
in the railway. Mr. Girard Ruel, who was general counsel of the railway at 
that time, paid me the compliment of saying that I had won more law suits 
for the Canadian National Railway than any other lawyer they ever employed. 
Therefore, I want it to be understood that while I am critical of lots of things 
I am not an enemy of this railway and I am not looking for railway votes for 
I have very few of them in my constituency. 


Mr. VaucHan: We appreciate that. 

Hon. Mr. Hanson: I want to approach the matter from that standpoint. 
There are things I think we should understand. One of the things that I should 
like to ask you of a general character is this question. IT was not in parliament 
when the new financial set-up was made, and I am not as familiar with it as f 
ought to be, but I recall the agitation which took place for quite a number of 
years prior to—was it 19387? 

Hon. Mr. MicHaup: Yes. 

Mr. Coorer: The Capital Revision Act was in 19386. 

* Hon. Mr. Hanson: Prior to that time, for a revision of the capital structure, 
if that is the right term to use. My understanding is that the effect of that 
legislation was to eliminate from your balance sheet the operating deficits up to 
that time. I am just querying that because | am not quite certain about the 
statement. Valueless stocks with which you were debited in your balance sheet 
were eliminated. I cannot recall if the capital stock of the company itself 
was reduced at that time or not. I should like to ask you if, in your opinion, 
there is to-day a satisfactory financial set-up? 

Mr. VaucHan: I presume, Mr. Hanson, you refer to our fixed charges? 

Hon. Mr. Hanson: Yes, I do. 


Mr. Vauguan: We consider that our fixed charges to-day are out. of all 
relation to our earning power as compared with class one railroads in the United 
States or even compared with the Canadian Pacific Railway. . 
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Hon. Mr. Hanson: That is the point I was coming to. You say that 
your fixed charges are out of line with your earning power as compared 
with class one railways in the United States. Are your people here—I think 
Mr. Cooper might be able to—able to give us the funded debt of the privately- 
owned railways that went into the system in 1919, was it, like the Grand Trunk? 

Mr. VaugHan: About 1918. 

Hon. Mr. Hanson: The Grand Trunk Pacific and the Canadian Northern, 
and then how much has been added to that funded debt by the consolidated 
corporation? There is no doubt about it you had to assume a very large funded 
obligation of companies that could not go on due to war conditions, and other- 
wise. If we could just have a little review of that picture it might be illuminat- 
ing as illustrating the difficulties which you have and which you say operate 
against your showing having regard to your earning power. I do not know 
whether I have made myself clear or not. | 

Mr. VaucHan: I know exactly what you want. I do not know whether 
Mr. Cooper has any figures here on that or not. 3 

Hon. Mr. Hanson: If he cannot give them now he can give them a little 
later on. ; 

Mr. Cooper: I could say this, Mr. Hanson, that going back to the Capital 
Revision Act of 1936 what was done at that time was to write out of our balance 
sheet the worthless capital stocks of the Grand Trunk and the Canadian 
Northern. 

Hon. Mr. Hanson: What were they carried at, if you recall from memory? 
Let us see what the write-down was? : 

Mr. Coorrr: In the nature of $275 ,000,000. 

Hon. Mr. Hanson: In round figures? | 

Mr. Cooper: Yes, I am speaking from recollection, 

Hon. Mr. Hanson: That, of course, did not affect your earning power; you 
paid no dividends on that, but it was an asset that was worthless. Is that the 
idea? 

Mr. Cooper: It was a capital stock liability, but the stocks themselves were 
deemed to have no value, and on that account were taken out of our balance 
sheet. 

Hon. Mr. Hanson: Nobody suffered anything from that and nobody gained 
anything from that. That was really a washing-out item which had the effect, 
did it not, to just improve on paper your position? 

Mr. Coopmr: Yes. I would describe it as a bookkeeping transaction 
entirely. 

Hon. Mr. Hanson: A bookkeeping transaction. 

Mr. Coopmr: It had no effect whatever on the financial results of the 
property. Then, in addition, we dealt with the debt to the Dominion. 

Hon. Mr. Hanson: That was improved? 

Mr. Cooper: Loans which had been made by the Dominion for deficits, and 
interest on such loans— 

Hon. Mr. Hanson: Up to what period? 

‘ Tk Cooper: To the end of 1936 were also eliminated from our balance 
sheet. 

Hon. Mr. Hanson: How' much did that amount to? I am asking these 


questions because I was not here at that period and I am not familiar with the 
picture. I just want to get a preview of it. 
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Mr. Coorrr: I told you that the approximate value of the capital stocks 
written out was $275,000,000. Referring to the Capital Revision Act itself I 
see the amount is $262,000,000. : 

Hon. Mr. Hanson: Only a question of a few millions. 

Mr. Cooper: Government loans for deficits amounted to $373 ,000,000. 

Hon. Mr. Hanson: That would include interest? 

Mr. Coorrr: No, without interest. 

Hon. Mr. Hanson: That was the principal of loans to cover deficits? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Was accumulated interest charged too? 

Mr. Cooper: There were accumulated interest charges of $530,000,000. 

Hon. Mr. Hanson: And that was carried by you as a liability, too? 

Mr. Cooprr: Up to that time. 

Hon. Mr. Hanson: So that the cancellation of that affected your balance 
sheet by nearly $1,000,000,000? 

Mr. Cooper: $1,167,000,000. 

Hon. Mr. Hanson: Was that the only relief you received? Of course, that 
is quite substantial. 

Mr. Coorrr: In addition loans by the government which had been used for 
capital purposes were transferred from the category of an interest bearing debt 
to what is called share capital. 

Hon. Mr. Hanson: They took stock? 

Mr. Coorrer: They took shares in what we call the Canadian National 
Securities Trust. 

Hon. Mr. Hanson: How much did that amount to? 

Mr. Cooper: It was around $270,000,000. 

Hon. Mr. Hanson: So that there was lifted from your shoulders about 
$1,300,000,000. 

Mr. Coorer: The $270,000,000 of capital debt was not entirely removed 
from the balance sheet; it was changed from an interest bearing debt to share 
capital. 

Hon. Mr. Hanson: It was changed to another form of liability? 

Mr. Coorrer: Yes. 

Mr. Hanson: Proprietorship. 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: And therefore it did not appear as a debt against the 
corporation? 

Mr. Cooper: That is correct. 

Hon. Mr. Hanson: In other words, you had the benefit to the tune of nearly 
$1,300,000,000? 

Mr. Vaucuan: Except that we do not think those charges should ever have 
been there. 

Hon. Mr. Hanson: That is another question. 

Mr. VaucHan: It is hardly a relief when it is something that should not 
have been there. 

Hon. Mr. Hanson: They were there whether you liked it or not, and it is 
not your responsibility that they were there or any of the present executive. 
They were the accumulation of the years, and I suppose the government of 
the day, whatever government it was, made you assume them. That money was 
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transferred to the taxpayers of the country; they have assumed it, and as far as 
we are concerned it is not very profitable for us to consider, but I want to 
consider what the betterment of your condition was. That did not affect your 
earning power, did: it? 

Mr. Cooper: There was another part of your question as to whether the 
relief obtained created what might be called a reasonable capital structure. 

Hon. Mr. Hanson: That is right. 

Mr. Cooprr: I think the answer is very definitely it did not. 

Hon. Mr. Hanson: You mean it did not go far enough? 

Mr. Cooprr: No. 7 

Hon. Mr. Hanson: You say it. did not go far enough? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: In what respect? 

Mr. Coorrr: I think that the test of that is to compare the ratio which our 
fixed charges bear to our gross revenues with the ratio which the fixed charges 
of other railroads bear to revenues. 

Hon. Mr. Hanson: In other words, you say the ratio of the fixed charges 
is higher, relatively, than it ought to be? 

Mr. Coopmr: Yes; very definitely so. 

Hon. Mr. Hanson: As compared with other corpotations of a like character? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: Are you referring to the fixed charges against the 
constituent companies that went into the amalgamation, like the Grand Trunk, 
the Grand Trunk Pacific and the Canadian Northern, which you had to meet? 

Mr. Cooprr: I am referring to the fixed charges which remained after the 
Capital Revision Act had been made effective. 

Hon. Mr. Hanson: But the main ones were the three I have indicated, 
were they not? 

Mr. Cooprr: Yes. 

Hon, Mr. Hanson: Is there any consideration given to any part of the 
obligations of the government put out with respect to the old Intercolonial and 


the National Transcontinental? You never had to assume any of those at any 
time? 


Mr. Cooper: We carry them in the balance sheet. We carry the cost of the 
Intercolonial Railway. 

Hon. Mr. Hanson: As against the value, do you? 

Mr. Cooper: Yes. On the asset side we have the ledger value of all of the - 
government railways; and on the other side we have as a liability to the govern- 
ment, under the heading of “Proprietors Capital’, the offsetting amount. I 
should like to go back to the fixed charges and tell you why I believe they 
are too high. ; 

Hon. Mr. Hanson: I have invited you to do so. I wish you would. 

Mr. Cooper: Taking 1939 as the last pre-war year, the percentage of fixed 
charges to operating revenues of Class 1 roads in the United States was 15-21. 

Hon. Mr. Hanson: That is in the report? 

Mr. Cooper: No, sir. 

Hon. Mr. Hanson: Is there not reference to that in the president’s report? 

Mr. VaucHan: Not to this particular figure. _ 

Hon. Mr. Hanson: Pardon me. 
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Mr. Coorer: That is to say, out of every $100 of revenue that Class 1 
railroads of the United States earned, $15 was required to pay their fixed charges. 

Hon. Mr. Hanson: Yes. 

Mr. Coorrer: In the case of the Canadian Pacific, for instance, the figure 
is $16.12 per $100 of revenue. In the case of the Canadian National Railways, 
the figure is $26.24. 

Hon. Mr. Hanson: Yes. 

Mr. Cooper: In 1942 the proportion of fixed charges to gross revenue of 
Class 1 roads is 8-82. Taking some of the railroads themselves, I will give 
you the percentages: the Pennsylvania percentage is 9-16; New York Central 
is 8-17; Southern Pacific is 6:07; Atchison, Topeka and Sante Fe is 2-72; 
the Union Pacific is 4; Baltimore and Ohio is 6:49; the Canadian Pacific is 
8-87, but the Canadian National is 13-75. ) 

Hon. Mr. Hanson: Did you give us the C.P.R. there? 

Mr. Cooper: 8-87. 

Hon. Mr. Hanson: They are about in the average? 

Mr. Cooper: Ours is 13.75. 

Hon Mr. Hanson: You attribute that to the huge amount of capital 
indebtedness that was loaded into the system at the time of the amalgamation? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: I suppose it is a matter of government policy whether 
it should stay there or not. I suppose we shall have to leave it at that. 

Mr. Cooper: We hope it will come down. 

Hon. Mr. Hanson: I beg your pardon? 

Mr. Coorer: I say, we hope it will come down soon. 

Hon Mr. Hanson: If Mr. Coldwell gets in power, he is going to nationalize 
you and take it all out, I expect. That would be an interesting inference. 

Hon. Mr. Micuaup: Now you are starting something. 

Mr. Maypank: It was eight point something as against 13 point something, 
as between the C.P.R. and the C.N.R., so possibly you would be at once brought 
into the average position, so that both railroads are the same. 

Mr. Coopsr: I think it is a reasonable proposition to advance that the fixed 
charges of the Canadian National system in relation to gross revenues should be 
somewhat uniform with the other railroads. i 

Hon. Mr. Hanson: Yes, if the conditions were the same. But of course I 
think one of the troubles with this system, and one which I have always recog- 
nized, is that government policy has loaded you up with a lot of unprofitable 
lines. We know it in the east. 

Mr. Coorrr: Of course, it was the government policy of 1914, 1918 and 1920. 

Hon. Mr. Hanson: That was during the war. But since then, look at the 
smaller lines that have been put into the system, just to keep them going, lines ~ 
that would not have gone at all, That is a great lability. 

Mr. Vaucuan: It is a liability, but I suppose transportation had to be pro- 
vided for those people. 

Hon. Mr. Hanson: Well, I suppose that is the answer. I will come right 
down home.. We have one in my country between Saint John and Quebec, which 
was built with the consent of both political parties because the location of the 
transcontinental slashed right across the province where it did not serve any 
useful local purpose, and where Nova Scotia imposed its will on New Brunswick. 
That is what happened. There is a line that the government took over after a 
long period of time, which must have been an obligation to this road, always. I 
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. can name you a few branch lines down in that country. I listened to the plea 
for ten years about the Gaspe Railway. That was another important adjunct 
to the Canadian National. Those things have all added to your burden, Mr. 
Vaughan. 


Mr. VAucHan: Undoubtedly. As you know, about 30 per cent of the rail- 
ways in the United States were in receiver’s hands, and their fixed charges were 
adjusted on the basis of 3 to 6 per cent of the average eross earnings from 1986 
to 19389. Take the Topeka line. They had fixed charges of eight and a half 
million, and it has been cut down to $54,000 a year. : 

Hon. Mr. Hanson: They put them through receivership. But you cannot 
do that? 4 

Mr. VaucHAN: We cannot do it. We have to continue to assume all these 
burdens. 

Hon. Mr. Hanson: I suppose it is on the theory that the government cannot 
repudiate. Is that the idea? 3 

Mr. Donnetuy: ‘Cannot break a contract. 

Mr. VaucHAN: The government cannot repudiate its guarantees, 

Hon. Mr. Hanson: Anyway there is the position; you have this burden willy 
nilly and it puts you in that unenviable position, 

Mr. VaucHan: Yes. 

Hon. Mr. Hanson: Compared with other lines. 

Mr, VaucHan: Yes, especially when traffic is light. 

Hon. Mr. Hanson: Yes, especially when traffic is light. That brings you 
down to the point where you get some relief anyway from government obligations, 
but not enough, you say. 

Mr. VaucHan: It was some relief in one sense, but in another sense it was 
not, because that charge should never have been there. 

Fon. Mr. Hanson: Well, that is a matter of argument. You and I could 
not settle it, anyway. 

Mr. VauaHan: No. 

Hon. Mr. Hanson: I am not sure you are right, and I do not know enough 
about it to say that I am right. I am coming now to the point after the 1936 
statute. You had some difficult periods then? ; | 

Mr. VaucHan: Yes. 

Hon Mr. Hanson: Due to the two factors that you have covered, light 
traffic and overhead, too much for fixed charges? | 

Mr. VauGHan: Yes. 


_ Hon, Mr. Hanson: What have those aggregated, Mr. Cooper, down to the 
time when you got out of the red? ie 


Mr. Cooper: That is from 1937 to 1939? 
Hon. Mr. Hanson: Whenever you turned the corner? 
Mr. Cooprr: In 1987 we had a deficit of $42,000,000. 


Hon. Mr. Hanson: Which the government advanced to you and. charged | 
you interest on? 


Mr. Coorrr: I beg your pardon? 
Hon. Mr. Hanson: The government advanced that to you? 
_Mr. Cooprr: They contributed it. 


a Mr. Hanson: You used the word “contributed”, They paid it to 
you? i 


Mr. Cooper: They paid it to us. 


» 
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Hon. Mr. Hanson: Did they lend you the money or give it to you? 
Mr. Cooper: They gave it to us. 
Hon. Mr. Hanson: They gave it to you? 


Mr. Cooper: That is, they absorbed our deficit. They did not treat it 
as a loan. 


Hon. Mr. Hanson: What did you give them in return? 
Mr. Coorrer: Nothing, except services. 

Hon. Mr. Hanson: Oh, you did not set up a credit? 
Mr. Coorrr: No. 

Mr. Maypank: They did not carry that as a debt. 


Hon. Mr. Hanson: Was that giving effect to the statute or was it because 
of a provision of the statute? 


Mr. Cooper: There was a vote of the house that covered it. 
Hon. Mr. Hanson: I know how the money would have to be advanced. 
-Mr. Cooper: It was voted as a contribution and not as a loan. 
Hon. Mr. Hanson: Not as a loan. That was in the session of 1937-1938? 
Mr. Coorrer: Yes, I think so. I have forgotten which session it was. Mr. 
Rhodes was finance minister then. There was a retroactive period there of a 
year or so. 
Hon. Mr. Hanson: It could not have been Mr. Rhodes. 
Mr. Donneutuy: Mr. Rhodes was in 1935 or 1984. 
Mr. Maypank: This was 1937. Mn 


Hon. Mr. MicHaup: In order to set the record f okt the Act was passed 
in the session of 1937. 


Hon. Mr. Hanson: That is what I thought. He said 1936. 

Hon. Mr. Micuaup: No. The Act was passed in 1937. 

Hon. Mr. Hanson:: The next year there was a deficit of how much? 

Mr. Cooper: In 1937 the deficit was $42,000,000. 

Hon. Mr. Hanson: $48,000,000? 

Mr. Cooper: $42,000,000. 

Hon. Mr. Hanson: And that was paid by the government out of the vote 
of parliament? 

Mr. Cooprr: Right. 

Hon. Mr. Hanson: How was it handled as a matter of book-keeping? 

Mr. Cooprr: By us? 

Hon. Mr. Hanson: Was it credited by you to the government or did 
they charge it to you in their books? 

' Mr. Cooper: No. We had a deficit recorded on our books of $42,000,000. 

We received that amount of money from the government. 

Hon. Mr. Hanson: Nobody got any credit for it? 

Mr. Coorrr: As far as we are concerned, we took credit for it in the profit 


and loss account. In the government accounts it was charged to consolidated 
revenue. 


Mr. Maypank: It was shown in your account simply as an increment of 
revenue? 

Mr. Cooper: In our account we had a deficit and we charged it against 
the government. They paid us the amount, and that settled the account. 
Hon. Mr. Hanson: There was not any obligation arising? 
Mr. Cooprr: No. 
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Hon. Mr. Hanson: There was no obligation. We understand that. The 
next year what was the amount of the deficit? 

Mr. Cooprr: $54,000,000. 

Hon. Mr. Hanson: That would be in the year 1938? 

Mr. Cooper: Yes. In 1939 it was $40,000,000. 

Hon. Mr. Hanson: And it was treated in the same way? 

Mr. Cooprgr: Yes. And in 1940 it was $16,000,000. 

Hon. Mr. Hanson: What did you say. it was in 1940? 

Mr. Cooper: In 1940 it was $16,000,000. 

Hon. Mr. Hanson: And in 1941? 

Mr. Cooper: In 1941 we had a surplus of $4,000,000. 

Hon. Mr. Hanson: What are the total amounts of the deficits up to the 
point where you have turned the corner? I cannot do all this in my head. 

Mr. Coorrr: $152,000,000, 

Hon. Mr. Hanson: Then will you proceed down to and including 1943? 

Mr. Cooprr: In 1941 we had a surplus of $4,000,000. In 1942 we had a 
surplus of $25,000,000. In 1943 we had a surplus of $35,000,000. 

Hon. Mr. Hanson: That is how much altogether? 

Mr. Cooprr: $64,000,000. 

Hon. Mr. Hanson: As against deficits of what? 

Mr. Cooper: $152,000,000. _ j 

Hon. Mr. Hanson: What happened with regard to that money, the surpluses 
that you had? You pay that to the government do you? 

Mr. VaucHan: Yes. We pay it back in cash to the government. 

Hon. Mr. Hanson: You pay it back in cash to the government. Do they 
take that into the Consolidated Revenue Account? 

Mr. Cooper: Which is that? e 

Hon. Mr. Hanson: How do they treat that? How did the government treat 
your $35,000,000 surplus this year if you know? 

Mr. Cooprr: They have applied it against our indebtedness, I understand. 


Hon. Mr. Hanson: In other words, in the government books they charged 
you with the deficits they paid since 1937? 

Mr. Cooprrr: No. They applied our surpluses against our indebtedness for 
capital. 

Hon. Mr. Hanson: Concurrently with the payment of these deficits that we 
speak of from 1937 to 1940, there were capital advances. eas: 

Mr. Cooprrr: Yes. 

Hon. Mr. Hanson: What were they by years, and how much do they amount 
to? This may seem to be foolish to some of you— : 

Mr. Mayganx: I think it is very good, sir. 

Hon. Mr. Hanson: It is informative, and I should like to have it. 


Mr. Mayzanx: I think it is very good from many points of view. I think 
you have the general approval of the committee. 

Mr. Cooprr: I should like to go back, Mr. Hanson, before I answer the 
other question. I gave you the deficits subsequent. to the passing of the Capital 
Revision Act. 

Hon. Mr. Hanson: That is what I was asking for, 
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Mr. Coorrr: It has been drawn to my attention that this arrangement with 
respect to the assumption by the government of deficits started before the 
Capital Revision Act. It really commenced in the year 1982. 

Hon. Mr. .Hanson: Yes. I should have known that. I had forgotten that. 
I suppose, to make the picture complete, that we ought to have it from 1932 on. 
Perhaps you could supply that to the reporter for the purpose of the record, 
giving those figures from 1932 on. It was treated in exactly the same way as 
you have suggested? 

Mr. Cooper: Yes. 

Hon. Mr. Hanson: We ought to have the whole picture. If you hand into 
the reporter the totals for those years, and then the grand total, it would cover 
the situation. Now you are going to give me the capital advances. 

Mr. Coorrr: Yes. I am sorry I have not got them by years, but they began 
in the year 1932. 

Hon. Mr. Hanson: And after the passage of the so-called Canadian 
National-Canadian Pacific Railway Act? 

Hon. Mr. MicHaup: Yes. 

Mr. Coorrr: As I understand it, there was a change in the financial policy 
of the Government. 

Hon. Mr. Hanson: By the government. 


Mr. Cooper: As explained by the Minister of Finance in the budget speech 
Of Marche 2 ie 1933; 


Hon. Mr. Hanson: Oh, yes. 

Mr. Cooprr: Perhaps I should read this. 

Hon. Mr. Hanson: That is Mr. Rhodes? 

Mr. Cooper: This is Mr. Rhodes. I will read what he said: 


One of the recommendations of the Royal Commission on Railways 
and Transportation, to which effect is being given in the legislation now 
before parliament, is that sums which are required to meet deficits should 
be voted by parliament annually. To implement this recommendation, 
the government has submitted an estimate of $53,422,661 in respect of 
the income deficit of the system in 1932 (excluding the loss on eastern 
lines already provided for by vote.) 


Hon. Mr. Hanson: By another vote. 
Mr. Cooprer: Then he went on:— 


This amount will be credited against the loans of $61,500,000 above 
referred to, leaving a balance owing the government of $8,077,339, which 
will remain standing as an interest-bearing loan, representing as it does 
outlay for capital account and debt reduction. 

Beginning with that amount of $8,000,000 in 1932, which was the 
residue of the loan of $61,000,000, (of which $53,000,000 was deficit and 
$8,000,000 was capital,) as we say in our annual report, the government 
has advanced us for capital purposes— 


Hon. Mr. Hanson: What page are you referring to? 


Mr. Cooper: Page 11 of the annual report. In the interval the government 
has advanced us in all $537,000,000, and that has been used for the purposes 
shown—repatriation of securities, $588,000,000; redemption of matured securi- 
ties, $94,000,000; purchase of new rolling stock, $40,000,000; and additional 
working capital, $14,000,000; a total of $537,000,000. 

Hon. Mr. Hanson: That is very interesting, is it not—$537,000,000 of 
government loans since 1932. That is the total since 1932? 
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Mr. Cooper: Yes. 
Hon. Mr. Hanson: Starting with the $8,000,000 you referred to. 
Mr. Cooprr: Yes, 


Hon. Mr. Hanson: The major part of it was for repatriation of securities 
held in England? 

Mr. Cooper: Yes. | 

Hon. Mr. Hanson: Those were Grand Trunk securities? 

Mr. Cooprr: Principally Grand Trunk. 

Hon. Mr. Hanson: Would there be a substantial capital saving by that 
operation? 

Mr. Cooper: Yes, there was. 

Hon. Mr. Hanson: How much? 

Mr. Cooper: The report says that as against a par value of $408,000,000 
the purchase price was $388,000,000. | 

Hon. Mr. Hanson: That is the 2TOSS. 

Mr. Cooper: Approximately $20,000,000 of capital gain. 

Hon. Mr. Hanson: Now, that would be partly in depreciation of value at 
which you bought below par and some item of exchange? 

Mr. Cooper: Yes. ah 

Hon. Mr. Hanson: What is the proportion for each? Say, $20,000,000: 
what was that comparable’ to— : 

Mr. Coorrr: I would have to analyze the figure to separate it, 

Hon. Mr. Hanson: It is not really important; the thing is you saved. 
$20,000,000. 

Mr. Cooper: There was a capital gain of $20,000,000." 

Mr. Donnetty: As regards this $388,000,000, was that paid out in cash 
by the government or how was it paid? 

Mr. Cooper: The holders in the United Kingdoom were paid by the Bank 
of England; the Bank of England bought the securities from residents of 
the U.K, 

Hon. Mr. Hanson: Was it under the War Measures Act? 

Mr. Coopmr: Yes, it is part of an arrangement between Canada and the 
United Kingdom for the financing of the war. 

Hon. Mr. Micuaup: That amount was credited to England and applied 
against goods sold to Canada. ) 

Hon. Mr. Hanson: Itisa bookkeeping entry. The fact is that the Canadian 
National are better off by $20,000,000, it was done by credits from the Canadian 
government and charged against the Canadian National. 

Mr. Cooper: Yes. , 

Mr. VaucHaNn: Of course, we pay the government 34 per cent interest on 
the money, 

Hon. Mr. Hanson: Three and one-half per cent. I do not know why they 
should not give it to you for 3. 

Mr. VaucHaN: We would like it on an income charge basis where we would 
only pay interest if earned. 

Hon. Mr. HAnson:. This is on money between the taxpayers. I think you 
ought to pay interest but I do not think you ought to pay more than the cost 
to the government plus a service charge. a 

Mr. Cooper: We would not know what it cost the government. As far 
as we are concerned the government charged us 34 per cent. 
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Hon. Mr. Hanson: That is arbitrary; you had to agree to it. Now, then 
you had the reduction of matured securities under the 1938 Refunding Act of 
$94,000,000. I am not familiar with what that is, explain that; is it part and 
parcel of the $538,000,000? 

Mr. Coorer: For example, we had an issue of $55,000,000 of 2 per cent 
7-year guaranteed bonds which matured February 15, 1948. The government 
lent us $55,000,000 with which to retire these 7-year bonds. 

Hon. Mr. Hanson: That was pre-payment; 1943? 

Mr. Coorrr: No, they became due for payment in 1943. 
ae Mr. Hanson: They were issued under the Act of 19388 and matured 
in 

Mr. Cooper: The Government advanced the Canadian National money to 
redeem the bonds under the 1938 Refunding Act, and charged us 34 per cent on 
the $55,000,000. 

Hon. Mr. Hanson: You still owe that? 

Mr. Coorrer: Yes, we still owe that. 

Mr. Hanson (Skeena): What interest were you paying before that time? 

Mr. Cooprr: ‘T'wo per cent. 

Mr. Hanson (Skeena): The government is charging you more than you 
were paying before. 

Mr. Cooper: Yes. . 

Mr. VaucHan: They jumped the rate from two per cent to three and one- 
half per cent. 

The CHatrMAN: Would it be in order for us to consider this report before 
indulging in any further interrogation? 

Hon. Mr. Hanson: I am in the hands of the committee, but I think this 
is important. 

The CuarrMan: I think it is important too but I think the time to 
consider it is after. However, it is a matter of what the committee wishes. 

Hon. Mr. Hanson: I think the committee and not the chairman ought to 
direct. 

The CHairMANn: I am not trying to direct; | am making a suggestion to 
the committee. 

Hon. Mr. Hanson: All right, call it what you like, but you are trying to 
head me off as I see it. | 

Mr. Maypanx: You do not want to be headed off. 

Hon. Mr. Hanson: No. 

Mr. Jackman: Could you not issue some shorter term securities in five 
or ten years which would bear a rate less than 3 per cent without a government 
guarantee if you were a free agent? 

Mr. Vaucuan: We could not do that without interfering with the govern- 
ment’s financial plans. : 

Hon. Mr. Hanson: It is a question of policy during the war. They do not 
want you or me or anybody else to go to the market to borrow money. I think 
that is fair. J think 34 per. cent,— 

Mr. JACKMAN: But the government does allow governments to refund issues. 
‘Here you have a 2 per cent obligation outstanding and it matures and you have 
to get your funds from the government at 34 per cent. That is a very substantial 
increase, whereas a private company would be allowed to refund that issue. 
Some bond holders take a lower yielding security, and there is a substantial 
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saving to the borrowing corporation. Why should the railway company be in 
a worse position than the ordinary citizen of the country? 
Mr. VaucHan: The government are our bankers and we have to do as they 
say in financial issues. 
. Hon. Mr. Hanson: Don’t you have any argument with them? 
Mr. VaucHAN: Indeed we do. We think, generally speaking, the govern- 
ment has been fair. We have a discussion when every loan comes due as to the 


interest. We have some other loans coming due, and I think we will be able ~ 


to make satisfactory arrangements with the government in regard to them. 

Hon. Mr. Hanson: Now, you have capital advances of $037 ,000,000 owing 
to the government, borrowing, generally speaking, at 34 per cent, and against 
that they have been crediting the revenue payment that you have made to 
them of the $35,000,000, $25,000,000 and $4,000,000; that goes as a reduction? 

Mr. VAUGHAN: Yes. : 7 

Hon. Mr. Hanson: You are paying your debt before you are paying any- 
thing else? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: You are reducing your overhead charges? 

Mr. VaucHan: That is what we have in mind. 

Hon. Mr. Hanson: Now, then, there is still a- substantial balance against 
you for operating deficits that the government have paid, have there not? You 
do not call it a balance against you, but on the books of the company. 

Mr. Coorpzr: The government does not hold it against us. 

Hon. Mr. Hanson: It is not an enforceable thing, but they pay it out of 
the taxpayers’ money. Now, we are in a war and you are doing well and making 
money, and if you could hold your operating expenses down you would do a 
lot better. What do you conceive to be—I will ask the reporter not to take 
this down. 

(Several questions and answers off the record) 

I would like the president of this system to explain to the Canadian people 
what the position is—perhaps he has it all in his report or part of it—what the 
position is of this road and the Canadian Pacific with respect to earning power, 
having regard to rates, freight, passenger traffic, compared with other class 
I roads in America. What is your position relatively to all the other big 
railroads of the world? ) 

Mr. VaucHaNn: Our position is that our revenue per ton mile is lower than: 
that of any country of the world except Japan. 

Hon. M. Hanson: You mean your rates. ‘ 

Mr. VaucHaN: Our average revenue. The average revenue per ton mile 
in Canada is lower than it is in any other country in the world, and our expenses 
are naturally very much higher. 


Hon. Mr. Hanson: Are you frozen? 

Mr. VaucHAN: Our rates are frozen. 

Hon. Mr. Hanson: ‘Your rates are frozen? 
Mr. VauGcuHan: Absolutely. 

Mr. Donnutiy: They are controlled? 


Hon. Mr. Hanson: They are all controlled; frozen and controlled are two: 
different things. 


Mr. VAucHAN: They are frozen for the duration of the war. 
Hon. Mr. Hanson: That is not true of your operating expenses? 
Mr. VaucHan: No, sir. : 
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Hon. Mr. Hanson: They have continually risen? 

Mr. VAUGHAN: Yes, sir.’ 

Hon. Mr. Hanson: I think that ought to be made public because that is 
the experience of every business in Canada with a ceiling policy. 

Mr. DonNnELLY: How does your passenger rate compare with that of Ameri- 
can lines? 

Mr. Cooper: I have our own passenger rate but I do not know that of others. 
It was 1°8 cents in 1943. 

Mr. Vauguan: Mr. Donnelly, you asked about our passenger rates. Our 
average revenue per passenger mile in 1939 was 2-035 cents and in 1943 it was 
1-848 cents. So our average revenue per passenger mile was considerably less 
in 1943 than it was in 1939. Our average revenue per freight ton mile was 
approximately the same in 1943 as it was in 1939. 

Mr. Donnetity: What was that? | 

Mr. VAUGHAN: -9 cents—-90; that 1s 9/10ths of 1 cent. 

Mr. Hanson (Skeena): How does that compare with the C.P.R.? 

Mr. Donnetty: Can you give us that for any American roads? 

Mr. Vaucuan: I have given you the wrong figures. The rate in 1939 was 
-00938 and in 1943 it was :00894, a decrease of 4:69 per cent. That is, our 
revenue was 4:69 per cent per ton mile less in 1943 than it was in 1939. 

Mr. Donneuuy: Less than a cent per ton mile? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: What is the comparable figure for the United States lines 
and the C.P.R.? 

Mr. VaucuHan: The Canadian National figure in 1942 was -909 and the 
average for class 1 railways in the United States in 1942 was -932. 

Hon. Mr. Hanson: So that both Canadian roads are below the average in 
the United States? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: And that means that you have lower rates? 

Mr. VaucHAN: Yes. 

Mr. Donnetty: Have you the rates of any other countries outside of Canada: 
and the United States? 

Mr. VaucHAN: The rates outside of Canada are very much in excess of our 
rates. Take, for instance, South Africa or India or Australia or New Zealand or 
even England; they are about two or three times our rates. 

, Mr. Donnetuy: New Zealand, I understand, has a rate of 3 cents per ton 
mile. 

Mr. VaucHan: Yes, very nearly. All of those countries have very much 
higher freight rates than we have. 

Hon. Mr. Hanson: But you are still below the United States? 

Mr. VaucHan: We are still below the United States, and our materials on 
the average cost us, I suppose, 20 or 30 cents more than they do in the United 
States. 

Hon. Mr. Hanson: There is another aspect of the thing— 

Mr. DonNnELLY: We carry grain lower than they do in any other country in 
the world. , 

Hon. Mr. Hanson: I suppose we always have since we have had the Crow’s. 
Nest rates fastened on us by statute. | 

Mr. DonneLLY: We are not getting the full effect according to the agree- 


ment—we cannot get the full effect of the Crow’s Nest Pass as it was. 
4779—24 
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Mr. Mayzanx: If he is going to try to repeal the Crow’s Nest rates we had 
better send out for enforcements. 

Hon. Mr. Hanson: No, I do not think any public man in Canada will ever 
attempt to do that. 

Mr. VaucHan: I can give you something with regard to grain rates in Canada 
comparable with rates in the United States. Take the rate to Fort William from 
Woodridge, Manitoba, 369 miles, 14 cents per 100 pounds and then take a place 
like Elmdale, North Dakota, about 365 miles, to Duluth and the rate is 22 cents. 
In that particular case the United States railways get 57 per cent more than 
we do. Take the case of Atwater, Saskatchewan, 685 miles from Fort William, 
our rate is 19 cents per 100 pounds while on the American side from Homstead 
to Duluth, a distance of 686 miles, the American rate is 34 cents or 79 per cent 
greater than ours. And it follows that way all the way along. 

Hon. Mr. Hanson: That is what I understood it was, and you are powerless 
to make any changes, at least during the war. 

Mr. Vaucuan: Our average rate on grain in 1943 was -00549. 

Hon. Mr. Hanson: And the C.P.R. is the same? 

Mr. VaucHAN: Yes, ours are comparable with the C.P.R. 

Hon. Mr. Hanson: On the other side of the picture, we had the Trans- 
Canada Airways yesterday and you know there was a slight leak in their operat- 
ing expenses? : 

Fon. Mr. Hanson: Mr. Symington made a stab at explaining it, perhaps he 
did to his own satisfaction but he did not to mine. What has been the chief 
burden in your operating expenses—perhaps I should not use the word “burden”— 
what have been the chief items of increase? 

Mr. Vaueuan: In that first statement I gave you for the four years from 
1940, Mr. Hanson, I stated that the cost of living bonus was $40,500,000 and that 
the increase to employees on the United States lines amounted to $7,500,000. 

Hon. Mr. Hanson: That is your line? 

Mr. VaucHan: Yes. I stated that the price of coal had gone up from $3.76 
per ton in 1939 to $5.43 per ton, and that is just an indication of the way costs 
have increased. 

Hon. Mr. Hanson: Are those the chief items? 

Mr. VaueHan: Yes. In nearly every item that we purchase the cost of the 
commodity has increased very substantially. ) 

Mr. Wauron: There are a couple of other considerations if you would care 
to mention them. There is no question that with over 17,000 of our employees 
in the armed forces, who constitute the young, vigorous element, and have been 
replaced to a large extent by inexperienced help, that has forced up our expenses. 

Hon. Mr. Hanson: I have no doubt that is true. I can quite understand that. 
I think that is the experience with everybody. I know we had to shut down 
one of our mills because we just could not run it on school boys and old meh. 

Mr. Donneuiy: You have compared the freight rate with regard to grain. 
Have you anything comparing the freight rate in Canada and the United States 
with regard to cattle? 

Mr. Vaucuan: I did not catch that. 

Mr. Donnetity: Have you anything comparing the freight rate in Canada 
and the United States with regard to cattle? 

Mr. Vaucuan: No, I have not anything of that kind here. . 

Hon. Mr. Hanson: Perhaps we are a little too far afield. I just wanted to 
get a general picture. 
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Mr. DonneLty: That is very important with us. Some of them go to 
Chicago and some to Winnipeg. 

Hon. Mr. Hanson: I wanted to get the whole picture. 

Mr. Nicuoison: Can we have the president proceed with his report now? 

Mr. Jackman: In regard to a question raised by Mr. Hanson previously 
Mr. Cooper gave us the percentage of fixed charges to operating revenue for 
class one railroads in the United States and the C.N.R. and the C.P.R. Of 
course, most of those class one railroads that you mentioned, being class one, - 
are all very good railroads. I think we agree on that. Most of them have a 
substantial value attached to their equity, to their common stocks, all of which 
are paying dividends, and I think by looking at the list they have all paid 
dividends right even through the depression. 

Hon. Mr. Hanson: Not all of them. 

Mr. Vauguan: That covers railroads, good and bad. 

Mr. Watton: Over a million gross earnings, is it not? The reference to 
class one really has not any regard as to whether they are a first class railroad 
or not. It is based on their earning power. Anything over a million dollars 
per annum of gross earnings is classed as a class one railroad. 

Mr. Vaucuan: There were very few railroads during the depression that 
paid any dividends in the United States. You could count them on one hand. 

Mr. Jackman: There was the Pennsylvania, Santa Fe, B. & O. 

Mr. VaugHan: You had the Pennsylvania. The New York Central did not 
pay any. The Union Pacific paid and the Norfolk & Western, and I think the 
Chesapeake and Ohio, the coal roads, but outside of that practically every 
railroad in the United States suspended dividends during the depression period 
and, in fact, one-third of the mileage was in the receiver’s hands, and a sub- 
stantial mileage of the United States is still in the receiver’s hands. 

Hon. Mr. Hanson: They are coming out. 

Mr. Vaucuan: They are coming out with greatly reduced fixed charges. 

Hon. Mr. Hanson: They have been re-financed. The whole picture boils 
itself down to this as far as the Canadian National is concerned. The country 
has put in in one form or another—I think myself chiefly in opening up the 
country—over $3,000,000,000, and you have had to carry an undue proportion of 
that load. Pioneer railroading, as we had to have it in Canada, or thought we 
had to have it—it is hardly worth while to go back into the history of that—has 
cost a lot of money? 

Mr. VAUGHAN: Yes. 

Hon. Mr. Hanson: And on this whole capital structure your suggestion is 
too large a proportion having regard to your earning power is loaded into the 
system? 

Mr. Vavucuan: It is our contention, that our fixed charges, based on our 
eross earning power, are too high. 

Mr. Nicuotson: What sort of percentage should you have? What percentage 
reduction should you have? 

Mr. VaucuHan: What is our percentage? If we had the average of class 
one railroads in the United States we would be pretty happy about it, which 
is 8°8. 

Hon. Mr. Hanson: With regard to the question of policy I am not going 
to ask you— 

Mr. Maypank: I should like to mterject a question if I may. In order to 
effect that reduction at the present time what number of dollars taken off would 
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do it? 
varies with your revenue. 


That percentage varies because it is aroun 


d 8 now, and naturally it 


Mr. Cooper: On $300,000,000 of revenue 8-8 would mean fixed charges of 


$26,400,000. 
Mr. Maypank: As against? 


Mr. Cooprrr: In 1943 our interest charges were $49,000,000. 
Mr. Vaucuan: It would mean nearly cutting our fixed charges in two 


assuming we had a revenue of $300,000,000. 


Mr. Maypanx: At the present time it looks like your mortgage is twice as 


big as it ought to be. 
Hon. Mr. Hanson: 


That raises a question which I was about to proceed 


with when Mr. Maybank intervened, the policy on the part of the nation itself 
as to whether that burden should be transferred to the general taxpayers or 
left where it is, and I do not think we can settle that here. 


The Cuarrman: Shall we proceed with this report? 


Hon. Mr. Hanson: 
I want to ask. 


Mr. Vaucuan: We have set up our report in a different w 


I think I have finished with the general questions that 


ay this year. 


You will find on page 4 a statement of our consolidated income accounts. You 


will remember last year, Mr. Jackman, you asked us if we would 


set up our 


figures in a different way. We tried to.do that to comply with your suggestion. 


Hon, Mr. Hanson: I have forgotten that. 
gestion? 
Mr, Jackman: A year is a long time. 


Mr. VaucHan: Last year I think we dealt with the totals. 


RESULT OF 1943 OPERATIONS 
CONSOLIDATED INCOME ACCOUNT 


Railway Operating Revenues— 
Freight 


See erie) Ve elke ene) Oye. Lele (eee el ei he pie @ Nee 1e Kerleiie tie) ia lw ite ola lel saliwlai tel se tie 


SIA Oe Ee me Be 8) OLS e/a le eta Oa evel (ecelve alee Vip) es iei\e cen at eleMeiialtte onie 


Sees at Pinata yt te ae een a nel eae eee Nedra re bas eierte end: ete: (ere lie) im iwi ia ight ater ip tat eae 


BY a6 m0 ef oie! 6 la 0).8)). lee wie lel ate le. ele 


Net Operating Revenue after Appropriation for 
Pension Reserve.) fio. 0). Sean seh 
Bie TaN nas Mou, Mid ity ine at Ea ls 10) 


1943 


$324,899,723. 
66,891,033. 
4,047,893. 
17,490,783. 
7,103,475. 
20,183,044, 


$440,615,954. 


$ 67,308,429. 
72,366,530. 
5,647,080. 
159,477,448. 
5,380,416. 
14,295,764. 


$324,475,669. 
$116,140,285. 
19,069,000. 


$ 97,071,285. 
8,390,677. 
6,488,739. 

557,930. 


$ 81,633,938. 


What was that brilliant sug- 


1942 


$288,462,195 .29 
48,297,257 .89 
3,967,352 .40 
13,502,725 .78 
5,922,227 .20 
15,502,784 .84 
$375,654,543.00 


ener ee 


$ 57,656,537 .63 
72,540,489 .55 
5,392,336 .65 
139,607,558 . 82 
4,002,852 .61 
10,798,899 .46 


$288,998,674.72 
$ 86,655,868 .68 


0) 50) (ose bbe ee: lng 


$ 86,655,868 .68 
6,020,140 .74 
5,195,838 .43 

509,667 .98 


$ 74,930,221.53 


eetnipeeeeeeninnnenee 
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~ Other Income— 

Income from Lease of Road and Equipment........ 
Miscellaneous Rent Income .......-. sees eee re secees 
Income from Non-transportation Property.......--- 
Results of Separately Operated Properties .....+.--- 
Hotel Operating Income .....-..seeeee rer ee este tees 
Dividend Income “0.64. fe 64 8 ly see dee ene rs ees ens 
Triteree te RTUCOMMCK 1 cee a iche sls: sustars se) eyeue’ | Zin meinitboarel 4 eiaife'a 
Miscellaneous Income ........--+-seseesertertret ts 


Total Other Tncome UP SPARRO INaR aa ATR SS 


Deductions from Income— 
Rent for Leased Roads and Equipment.........+---- 
Miscellaneous Rents .....-- i col Mata a ahah tale or eal ohn i 
Migcellancous Taxes ics Vig s/iec es ciee isle ielesialcig'e ge aie ne 4 
Interest on Unfunded Debt .....---+++eseeeeereeee 
Amortization of Discount on Funded PEGs vy seiereanire 
Miscellaneous Income Charges and Appropriations. .. 
Profit and Loss Items—Net ....----+- see eressecrtes 


Total Deductions from Income ....-..--.--- 

Net Income Available for Payment of Interest... 
Interest on Funded Debt—Public.........+-++++05+> 
Interest on Government Loans hu dV ASR ek EC an Or ce MP NR 


CASH SURPLUS 2.0.2... cee eee e eet ees 


T will give you the totals. 


$ 56,663 .39 


3,255,316 .57 
556,359 .05 


$ 9,914,563.59 


————— 


$ 1,246,514.40 
529,207 .28 
91,427.71 
219,512.32 
1,060,464 . 64 
3,068,782 .60 
30,136.27 


$ 6,246,045 .22 
$ 85,302,456 .56 
30,998,196 .32 
18,664,848 .01 


— na 


$ 35,639,412 .23 


$ 55,002 .57 
796,904.21 
351,632 .50 
629,843.17 
569,723.42 
573,070.75 

2,680,317 .88 
1,295,022 .30 


$ 6,951,516.80 


——— 


$ 1,483,345 .19 
541,459.33 
96,057 .78 
192,017 .48 
1,012,379 .87 
2,291,787 .85 
2,219,230.00 


— 


$ 7,836,277 .50 
$ 74,045,460 .83 
34,949,557 .92 
14,032,634 .59 


$ 25,063,268 .32 


The first one is railway operating revenues, this year 


$440,000,000 against $375,000,000 last year; total operating expenses, $324,000,000 
this year as against $288,000,000 last year; net operating revenue $116,000,000 


this year as against $86,000,000 last year. 
pension reserve is $19,000,000. 


This year revenue appropriated for 


Hon. Mr. Hanson: Could we pause there and ask questions about that 


because that seems to me to be a new item. 
Mr. VAUGHAN: Yes. 


Mr. Hanson: 1 should like to have an explanation of why it is set up. 


I am not questioning it, mind you. 


Mr. VaucHan: Might I suggest, Mr. Hanson, that w 


later in the report I will deal with it then? 
Hon. Mr. Hanson: Very well. 


hen we come to that 


Mr. VaucHan: That leaves net railway operating revenue after appropria- 


tion for pension reserve of $97,000,000 against $86,000,000 last year. 
have taxes, equipment rents, joint facility rents, lea 
income of $81,600,000 against $74,900,000 last yea 
in 1943, $9,914,000, against $6,951,000 last year. 


Then we 


ving net railway operating 


Then we have other income 


Then we have various deduc- 


tions from income of $6,246,000 in 1943 against $7,836,000 in 1942 leaving net 


income available for payment of interest in 1943 of 


$74,000,000 last year. 


Hon. Mr. Hanson: Where are those figures? 


$85,300,000 against 


Mr. Vaucuan: Right on the first page, page 4. Then we have interest on 
funded debt due the public this year of $30,900,000 against $34,900,000 last year; 
interest on government loans in 1943 of $18,600,00 against $14,000,000 last year 
leaving a cash surplus of $35,639,000 in 1943 against $25,063,000 in 1942. That 


in general outlines the result. 


Mr. JACKMAN: 
Mr. Vaughan? 


Mr. Vaueuan: It was considerably less than that. 


Mr. JACKMAN: 
Mr. Maysank: What was your estimate? 


I thought you were on the right side. 


What was your budget estimate of that cash surplus, 
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Mr. Vaucuan: It was $25,000,000. 

Mr. Maypanx: You budgeted last year on the experience you had just 
gone through to get the same thing over again. 

Mr. VaucHan: We did not know what this year would bring forth so we 
budgeted for practically the same amount as we had the previous year. 

Mr. JACKMAN: May I ask what the budget is for this year? I suppose we 
will come to it later. 

Mr. VaucHan: We will come to it later. We have been conservative again. 

Mr. Maypank: You are budgeting for $35,000,000? 

Mr. VaucHan: We are budgeting for a net of $30,000,000 for 1944. 

Hon. Mr. Hanson: You will] probably exceed that by quite a lot. 

Mr. Vaucuan: I] hope so. Shall I proceed with the report? 

The CuHairMan: Yes. 

Mr. VaucHan: 


The Honourable J, E. Micwavp, K.C., MPS 
Minister of Transport, 
Ottawa. 


S1z,—In conformity with The Canadian National-Canadian Pacific Act, 
1936, the board of directors submit the following report of the operations of the 
Canadian National Railways for the calendar year 1943. 


The objective, as in other war years, was to place the full strength of our. 
manpower and facilities behind the war effort of the united nations. To this 
end all energies have been directed. | 


The requirements of the armed forces, of industry and agriculture, for 
transport and other services have been met in all of the nine provinces of the 


operate. These demands were greater than ever before, the traffic moved over 
the lines of the system, in 1943, being 17-3 per cent greater than in 1942, the 
previous peak war year, and 44-7 per cent greater than in 1928, the peak peace 
year. The company also extended its activities as a manufacturer of munitions, 
ships and naval appliances. | 


Shortages of labour and materials continued to exist and in the face of a 
record volume of traffic placed an additional strain upon the railway organiza- 
tion. The management takes pride in the work accomplished by the staff in all] 
branches in the fourth year of the war. ; 


The 1943 operations demonstrated the oreat earning power of the system, 
the railway proving again that it can handle an immense volume of business 


operating expenses (including deferred maintenance, depreciation, amortization 
of defence projects and reserve for inventories) and also a reserve for pension 
contracts, taxes, interest on funded debt and government loans, the surplus was 
$35,639,412. The full income Statement for the year appears on the opposite. 
page and shows: : 


RAILWAYS AND SHIPPING 83 


1943 1942 
Operating Revenues... .. .. .. .. .. .. .. $440,615,954 58 = $375,654,543 40 
Operating’ Expenses. %. 00 0 a 824,475,669 50 288,998,674 72 


Net Operating Reventie..9 0. 2.00... $116,140,285 08 $ 86,655,868 68 
Revenue Appropriated for Pension Reserve. BOOG OOOO OR Sei) Mie ime urMne. 


Net Operating Revenue after appropriation 
for Pension Reserve... .. .. .. .. .. §$ 97,071,285 08 $ 86,655,868 68 
Taxes, Equipment and Joint Facility Rents. 15,437,346 89 11,725,647 15 


Net Railway Operating Income.. .. .. .. $ 81,633,938 19 $ 74,930,221 53 
@ther Income} less’deductions: 2... 2°)... Gr.) J 668,518 37 Dr. 884,760" 70 
Interest on Funded Debt—Public.. .. .. 30,998,196 32 34,949,557 92 
Interest on Government Loans... .... .. 18,664,848 01 14,032,634 59 
ashqeurpluse wnt, del Grantee Gl eVect pO, OOO,4 lr 23) 7) a 20,003 268 32 


All the resources of the company, human and material, were utilized to 
the utmost to handle the immense flow of traffic, freight, passenger and express, 
that developed as the tempo of war quickened during the year. This volume of 
business was handled by a staff which numbered only 6.9 per cent more than 
in 1942; with an increase of 0.2 per cent in the number of locomotives owned, 
and with increases of only 2.5 per cent and of 2 per cent respectively in the 
numbers of freight and passenger cars owned by the system. It is interesting 
to note that the vastly increased war traffic in 1943 was handled with 16.6 per 
cent fewer locomotives, 15.4 per cent fewer freight cars and 5.1 per cent more 
passenger cars than was the traffic of 1917, the fourth year of the last World 
War. However, the ability of the system to absorb increased responsibility 1is 
dependent upon its obtaining necessary manpower, equipment and materials. 

Shortages of general supplies, rationing and other wartime controls, together 
with greatly increased demands for accommodation and service, placed heavy 
burdens upon the management of the company’s hotels. The directors, therefore, 
take special pride in reporting that the high standard of service of the eight all- 
year-round hotels wholly operated by the company was fully maintained and 
that, without exception, these hotels reported larger revenues in 1943 than in 
1942. All the summer hotels of the company remained closed in 1948. 


OPERATING REVENUES 


Operating revenues were the largest in the company’s history. They 
amounted to $440,616,000, exceeding by $64,962,000 or 17.3 per cent, the former 
high record established in 1942. The increase on the lines in Canada was 17.7 
per cent and on the lines in the United States 14 per cent. 

The increase of $36,438,000 or 12 per cent in freight revenue over 1942 is 
attributable to the fact that in 1943 the system carried more freight than in any 
other year. There were no increases in rates. To the contrary, the increases in 
freight rates which became effective March 18, 1942, in the United States, on 
all commodities except agricultural products, livestock and low grade products 
of mines, including coal, on which commodities smaller increases were granted, 
were suspended by the Interstate Commerce Commission, as of May 15, 1943. 

Corresponding increases in Canada on international movements, as author- 
ized by the Board of Transport Commissioners, were also suspended on that 
date. © 
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Diversions of traffic from peace-time routing contributed to the unprece- 
dented volume of freight traffic. 

Throughout the year, a number of orders directed towards regulating move- 
ments of certain commodities and increasing the lading of all types of equipment, 
were issued by the transport controller. These, coupled with the co-operation of 
boards of trade, chambers of commerce, industrial traffic leagues and individual 
shippers, helped the company to achieve considerable conservation of equipment, 
a factor of importance in enabling it to handle the greatest tonnage in its history. 

Passenger traffic again increased, being more than four times that of 1939. 
Although, because of the numbers of Service personnel carried at very low fares, 
the average earnings per passenger mile in 1943 were lower than in 1939, they 
were slightly higher than in 1942. Passenger revenues in 1943 were $66,891,000, 
an increase of $18,594,000 or 38.5 per cent over 1942. 

Increases were reported also in other revenue accounts, such as mail, express, 
sleeping car, dining car and commercial telegraphs. 

Mr. JAcKMAN: Do you want to be interrupted or do you want to finish? 

Mr. VauGHAN: Just as you wish. 


Hon. Mr. Hanson: I suggest that you go on through it and then come back 
to the beginning. 


OPERATING EXPENSES 


Operating expenses for the year increased $35,476,000, or 12-28 per cent, as 
compared with an increase in operating revenues of 17-29 percent. > Out of 
every additional $100 of revenue $45 was carried to net revenue. The com- 
parable figure on class one railroads of the United States was $33 . 80. 

The unprecedented volume of traffic, and other circumstances, placed an 
exceedingly heavy strain upon the entire railway organization. Despite this, 
the very large movements of war materials and personnel reached their destina- 
tions in accordance with schedule arrangements. There was no lowering of 
the recognized standards of safety. , 

The relationship between additionel revenue and expense can be regarded 
as satisfactory, especially in view of the fact that the maintenance and 
operating accounts had to carry a number of exceptionally heavy charges. Where 
it was found necessary to defer repairs and renewals owing to wartime scarcity 
of labour and materials, reserves were created through charges to operating 
expenses. Instead of trying to make the most favourable showing possible, the 
policy was continued of absorbing, out of wartime revenue, the heavy costs 
created by wartime conditions, thus avoiding carrying such costs forward to 
the post-war period. The amount charged to operating expenses for deferred 
maintenance was $11,150,000. The amount charged for depreciation on loco- 
motives, freight and passenger-train cars, etc., was $19,829,000, or approxi- 
mately $75 millions more than would be provided under average traffic condi- 
tions. An amount of $1,005,000 was charged for amortization of war projects, 
and $1,309,000 for inventory reserve. The cost-of-living bonus paid on Canadian 
lines amounted to $18,918,000. Of this sum $16,396,000 was charged to 
operating expenses. Increased wage rates on the United States lines increased 
operating expenses by $1,556,000. Additional amounts were provided for 
pensions, as referred to later in the report. 

Operating expenses also obsorbed the cost. of creosoting ties in replacement. 
In previous years this cost was charged to investment account. The loss in con- 
nection with railway properties retired and not replaced was also charged to 
operating expenses. In previous years this loss was charged to profit and loss 
account. , 

Due to the severe winter conditions the cost of removing snow and ice in 
1943 was $3,758,000 as compared with $2,220,000 in 1942. 
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The average number of employees in 1943 was 101,126 and the total payroll 
was $195,555,000. In the last pre-war year—1939—the number of employees 
was 78,129 and the total payroll was $122 millions. 

Since the outbreak of war the price of new steel rail has increased by 18-9 
per cent; the price of ties by 37-4 per cent; of fuel by 44-4 per cent and of 
general railway stores by 14-8 per cent. On the revenue side freight rates and 
passenger fares have been frozen at their pre-war levels. The picture, therefore, 
is one of frozen selling prices on the one hand and substantially increased 
costs on the other, the railway having to depend on its ability to handle the 
additional volume of traffic on a sharply reduced operating ratio in order to 
produce the greatly improved returns reported herein. The operating ratio for 
the year was 73:64 per cent (an all-time record) as compared with 76-93 per 
cent in 1942 and 81-99 per cent in the peak peace year of 1928. 


PENSIONS 


Previous annual reports have indicated that reserves were not being set up 
against pensions being paid or conditionally accruing under the 1935 contractual 
plan and prior non-contractual plans. Heretofore the practice has been to 
charge currently to operating expenses the actual pension payments made at the 
expense of the company. Advantage has been taken of the opportunity afforded 
by the abnormally high revenues of 1943, to put the accounting for pension 
contracts issued under the 1935 contractual plan on a fund reserve basis. The 
reserve, which at December 31, 1943, amounted to $21,607,000, is invested in 
dominion government securities. Of the proportion of the reserve payable at 
the expense of the company, $19,069,000 pertains to the period prior to 1943 
and for that reason has been separated from the normal operating expenses for 
the year. With respect to pensions under prior non-contractual plans, the 
practice will be continued of charging currently to operating expenses the 
actual pension payments made at the expense of the company. 

The pension contract fund above referred to is separate from the annuity 
trust fund in which are carried pension contributions (and interest thereon 
compounded) made by employees who are still in active employment. This 
latter fund, of which the company is trustee, is not an asset of the company 
and therefore is not included in its balance sheet. The amount of the annuity 
trust fund at December 31, 1943, was $15,903,636, also invested in dominion 
or dominion-guaranteed securities. 


SURPLUS FOR THE YEAR 


- After deducting the appropriation of $19,069,000 above referred to from 
the net operating revenue of $116,140,000, there remained a balance of 
$97,071,000. The income statement shows the various accounts which must 
then be provided for, consisting of taxes, equipment and joint facility rents 
$15,437,000; various income credits and debits $3,668,000; interest on funded 
debt held by the public $30,998,000; and interest on government loans 
$18,664,000. When these are deducted, there is left a net surplus of $35,639,000, 
compared with a net surplus of $25,063,000 in 1942. 


CAPITAL EXPENDITURE ACCOUNT 


The capital expenditures during the year amounted to $23,333,089, details 
of which are given on page 22. Of the total expenditure $19,148,543 was for new 
equipment, of which 28 Northern type locomotives, 2,238 box cars, 237 gondola 
cars, 250 hopper cars, 100 refrigerator cars, and 50 box-baggage cars were acquired 
under hire-purchase agreements with the dominion government. — 
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FINANCE 


The total funded debt outstanding was reduced during the year by $64,983,- 
601 and now stands at $744,232,472 as shown on the balance sheet and, in detail, 
on page 23 and 24. There were no new issues. The retirements were as under: 


2% 7-year guaranteed bonds, matured February 15, 1948.... $55,000,000 00 
Various securities repatriated under the arrangements referred to : 

in the 1942 Annual Report-—par valor ee. ei) oye 2,229,055 80 
45% Canadian Northern Western First Mortgage Debenture 

Stock and Bonds, matured October 22, 1943............ 1,728,735 60 
2% 1927 Guaranteed Debenture Stock retired.............. 218,810 19 
Equipment Trust annual principal payments................. 5,870,000 00 


$64,983,601 59 


The total of government loans outstanding was increased during the year 
by $34,467,304 and now stands at $537,323,765 as shown on the balance Sheet 
and, in detail, on page 24. | 


Additions — 
Balance of 1942 capital requirements received January- 
larch [O43 oso Cra Tih era $ 4,878,863 24 
Loans to retire 2% 7-Year Bonds at par, and various 
securities repatriated at market value............02.. 07,119,333. 89 
Loans under Order in Council P.C. ESOOO7 si GAO eGo aay, 578,000 00 
Loans to acquire Atlantic and St. Lawrence Railroad 
Company shares under repatriation arrangements... . 2,748,758 47 
Loans under Equipment Hire-Purchase Agreement 1941;... - 11,426:281 48 
Loans under Equipment Hire-Purchase Agreement 1943.... 9,671,111 11 
$82,422,348 19 
fetirements 
Loans repaid out of 1942 Surplus: earnings 5 Uo na $15,063,268 32 
Loans repaid out of 1943 surplus earnings................ 30,000,000. 00 
Equipment Hire-Purchase annual principal payments... . 2,891,775 68 
$47,955,044 00 
Net Tnereasen). ah i aneh aa We NT a eer $34,467,304 19 


The outstanding government loans, $537,323,765, have been utilized for the 
following purposes: 
Repatriation of securities having a par value of $408,009 463 31 


acquired at a cost to the CORO DADY OD WL Wi tessa ae Alek cil $388,757 ,134 77 
Redemption of matured securities, under the 1938 Refunding 

FRO IB alea cs eas ale nk en rt eg EN 94,107,807 96 
Purchase of new rolling stock under hire-purchase agreements 

between the Government and the areheae ofeh alge A A gas Na 40,551,822 63 


Additional working capital necessitated by wartime conditions 13,906,999 71 


$937,323,765 07 


Interest on all these loans is being paid out of income, the total for the 
year being $18,664,848. 
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Measures taken during the year for the more complete consolidation of the 
corporate structure of the System included (a) the acquisition of control through 
ownership of the capital stock ‘of the Atlantic and St. Lawrence Railroad 
Company (b) transfer to that company of the properties of the New England 
Elevator Company and the Portland Elevator Company (c) transfer to the 
Grand Trunk Western Railroad Company of the railway properties of the 
Cincinnati, Saginaw and Mackinaw Rail Road Company (d) transfer to the 
Canadian National Railway Company of the railway properties of The Toronto 
Belt Line Railway Company and of The Irondale Brancroft and Ottawa Railway 
Company. ‘These are transactions of an inter-corporate nature and do not 
change the operated mileage of the system. 


CENTRAL STATION, MONTREAL 


The company opened its new central station in Montreal in July providing 
that city with the largest and most modern passenger station in Canada. After 
further necessary steps have been taken, it will make possible the long-sought 
consolidation of the company’s passenger train services in the metropolitan area. 
It also improved facilities for the handling of express, baggage and mail, and 
ereatly assisted in the solution of the grade crossing situation in the heart of the 
city. It paves the way for a rearrangement of freight handling facilities on the 
Island of Montreal with resulting benefit to the. commerce of the nation. As the 
central station has been designed to support large structures on the overhead 
rights surrounding it for several blocks, its completion presents an opportunity 
for a business and civic development of magnitude and beauty in the centre of 
Montreal. 


LINE CONSTRUCTION 


Tenders have been called for the construction of a new line from Eastern 
Junction to Bout de L’Ile on the Island of Montreal. 

This line forms part of the broad plan for the solution of the grade crossing 
situation on the Island of Montreal, under orders of the Board of Transport 
Commissioners. Its construction was approved by parliament in 1931 and 
sufficient funds were voted for the purpose. However, circumstances intervened 
and apart from the acquisition of nearly all the land required for the right-of-way, 
no further expenditures were made. Wartime traffic having thrown an excep- 
tionally heavy burden upon the facilities on the Island of Montreal, the construc- 
tion of this line at the earliest. possible moment became imperative and authority 
was therefore sought by order in council under the War Measures Act to proceed 
immediately with its construction, 

It will improve the service given to industries along the company’s lines 
in the eastern and western sections of the Island; will open new industrial sites 
tq development; make possible the residential development of a very large area in 
the northeast section of the Island, and will further consolidate the passenger 
services entering the city by giving passenger trains from Chicoutimi, Lake St. 
John and other north shore points direct access to the central station. It will be 
of direct economic value to the railway and is a wartime necessity because it 
will shorten by 76 miles the distance now covered by freight trains between 
Longue Pointe and Turcot Yard, thus speeding traffic movements and making 
possible a material saving in operating expenses. 3 

It will also make possible the abandonment of 32 miles of track on the 
Montfort-Joliette line, which was authorized by the Board of Transport Com- 
- missioners in 1940; an abandonment which will result in the recovery of 6,200 
tons of steel, as compared with the 6,000 tons needed to build the new line. 

The cost of construction of this new line, which is about 14 miles in length, 
is estimated at $2,870,000. 
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Hon. Mr. Hanson: Does that include right-of-way? 
Mr. VaucHan: Yes. Continuing: 


Lins ABANDONMENTS 


An application was made to the Board of Transport Commissioners, in co- 
operation with the Canadian Pacific Railway, for approval of the abandonment 
of 37-9 miles of line between Arnprior and Eganville, Ont, The hearing is 
pending. 


STEEP Rock DEVELOPMENT 


To facilitate development of the hematite iron ore deposits at Steep Rock 
Lake, Ontario, the company, as agent for the Government, is arranging for 
the construction and operation of a spur to the Steep Rock property from a 
point on the Canadian National line near Atikokan, and for the construction 
and operation of an ore dock at Port Arthur. It is anticipated that shipments 
of ore will start in the latter part of 1944. 


CANNAR OtLs LiImIrep 


Cannar Oils Limited, wholly-owned subsidiary of the company, which em- 
barked upon a program of drilling 50 wells in the Vermilion field in Alberta, 
had 12 wells in production by December 31, 1943, with 4 additionnel wells 
awaiting installation of pumps and servicing. This program was undertaken 
solely as a measure of protection against loss of supplies of fuel oil due to enemy 
action. 


Victory Loan CAMPAIGNS 


Large purchases of bonds were made by Canadian National personnel in 
the two victory loan campaigns conducted during the year. In the fourth 
victory loan campaign in April, 68,744 employees subscribed $6,825,000 and in 
the fifth campaign in October, 80,361 employees invested $8,599,600 in victory 
loan bonds. The cumulative total of employees’ purchases in these two cam- 
paigns, therefore, was $15,424 600.- Of this total the employees of Trans-Canada 
Air Lines subscribed $302,550 and those of National Railways Munitions, Lim- 
ited $305,800. Both campaigns were conducted under the direction of an efficient 
and aggressive canvassing organization set up within the system. 

Employees invested a further $1,917,894 in war savings certificates during 
the year through a payroll deduction plan. 

In addition to individual purchases by employees, the company invested a 
combined total of $29,927,050 in fourth and fifth victory loan bonds for account 
of reserves and other funds, such as maintenance, pension annuity trust fund, 
pension contract fund, insurance investment fund, ete. ee 

I may say that we have invested another $8,500,000 since the first of the 
year in the fifth victory loan. Continuing: ‘ 

The employees on lines in the United States subscribed substantial amounts 
for U.S. war bonds during the year, 


OTHER WAR ACTIVITIES 


The system has been privileged to assist the war effort by other means than 
the provision of transportation by land, sea and air. The operations of Trans- 
Canada Air Lines are fully dealt with in its annual report. National Railways 
Munitions, Limited has continued to manufacture naval gun barrels and field 
artillery carriages at Point St. Charles. In its Pacific Coast shipyards, the 
company has met its schedules for the construction and repair of naval and 
cargo vessels, The Fort. Rouge Shops have engaged successfully in the manu-. 
facture of certain types of naval mountings. A number of hospital cars, which 
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the company’s medical department helped to design, have already been usefully 
employed. Canadian National ships distinguished themselves in war service on 
the high seas, among them the “Lady Nelson,” formerly flagship of the Canadian 
National West Indies fleet, and now a hospital ship, and H.M.CS. ‘Prince 
Robert,” which prior to becoming an important member of Canada’s fighting navy 
was in the company’s Vancouver-Alaska service. 

The company was honoured in being selected to provide extensive train 
and other services for Prime Minister Churchill, President Roosevelt and 
Madam Chiang Kai-shek during their visits to Canada in 1943, and also for a 
long list of other men and women prominently engaged in the war effort of the 
United Nations. 

The management and staff are justly proud of the company’s honour roll. 
A number of employees have already laid down their lives in the service of 
their country and to their families deepest sympathy is expressed. 

His Majesty the King has been pleased to decorate a number of Canadian 
National men in the armed forces and merchant navy, and honours also have 
been bestowed upon some civilian members of the staff for outstanding work 
in carrying out their railway duties. . 


POST-WAR PERIOD 


The post-war period will bring many problems. It would be unsafe to 
predict that the present, high volume of traffic will continue; competition will 
undoubtedly be accentuated and the railway industry will have to fight hard to 
earn its fair share of traffic against the competition of water, highway and air 
transport. | 

Changing conditions will call for new methods of railway operaton and new 
types of service and there must needs be a continuing search for improvement 
in all aspects of the railway industry. In view of this, the company has in 
hand a program of research. This program, in addition to considering ways 
and means of improving service and efficiency of operation, also encompasses 
the problems of post-war reconstruction and rehabilitation. 


GENERAL 


The traditional harmonious relations between management and employees 
were maintained throughout the year. | 

The officers and employees in all departments of the system have worked 
hard and loyally to cope with increased responsibilities arising out of the war, 
and the directors record their appreciation and thanks. Appreciation also is 
expressed to shippers and the travelling public alike for their co-operation in and 
sympathetic understanding of difficult operating conditions caused by the war. 

Hon. Mr. Hanson: In connection with the paragraph entitled “Post-War 
Period” it would be interesting if you would produce at a later date your 
proposals for reconstruction. 

Mr. VaucHan: You have in mind the brief we submitted to the Turgeon 
committee? 


Hon. Mr. Hanson: Yes. We ought to discuss what you have in mind 
when you reach that spot. 


* Mr. VaucHan: I may say that presentation is a public document. 
Mr. Hanson (Skeena): Was that brief incorporated in last year’s report? 
Mr. VaucHaNn: No, we appeared before that committee in 1943, and this 
brief was incorporated in this document issued by the committee. All you need 
to do is to have the report incorporated in these proceedings. | 
Hon. Mr. Micuaup: You can get the report of that committee from the 
distribution office. 
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Mr. VaucHan: This is the minutes of evidence, No. 25, of the special com- 
mittee on Reconstruction and Re-Establishment, dated Thursday, July 8, 1943. 
Hon. Mr. Hanson: Yes, that is what I had in mind. Give me a copy. 

Mr. VauGHAN: Copies of that can be obtained here. 

The Cuatrman: Are there any comments gentlemen? 

Mr. Jackman: In the fifth paragraph of your opening remarks you say, 
“after providing from revenue for all operating expenses, including deferred 
maintenance, depreciation, amortization of defence projects and reserves for 
inventories, and also a reserve for pension contracts...” Is depreciation at the 
same rate as last year or will there be changes in the method? 

Mr. VaucHan: Last year we applied some accelerated depreciation and 
we did the same this year. That is on top of our regular depreciation rate which 
was established some years ago. 

Hon. Mr. Hanson: You have not any control over the income tax people 
with regard to this question. 

Mr. Vaucuan: Fortunately we have not. 

Hon. Mr. Hanson: I suppose you know that there is a movement on foot 
with respect to newsprint to cut down the rates of depreciation? Have you 
heard that? The powers that be have started a movement—I will put it that 
way—or are threatening a movement to cut down depreciation in the news- 
print industry, all of which means more taxes. 

Mr. VAUGHAN: Our situation is, as I have said before, that while we do 
not pay income tax we pay more ordinary taxes, of course, in Canada than 
anyone else, and we do pay back to the government everything we earn— 
everything we have is theirs. 

Hon. Mr. Hanson: That is the answer you make, and that is the only 
answer, that they take all you have in the end, although you do not pay these 
taxes. That is one point we disagree on and we agree to disagree on it, whether 
vou should pay taxes or not. 

Mr. Jackman: The question I asked is whether there has been any change 
in the principles or methods of applying depreciation. 

Mr. Cooper: No change has been made in the methods. 

Mr. JAcKMAN: Or the rates? 

Mr. Cooprr: Or the rates. 

Mr. JAckMAN: How did you make up your deferred maintenance this 
vear—the same as last year on the basis of itemizing all the things that you 
would-not need to do, like painting stations, and getting the figure—I think it 
comes out to an even figure of $3,000,000? 

Mr. Watton: The same method was applied as in previous years by 
securing information from the officers in charge and ascertaining what work was 
necessarily deferred because of a shortage of labour or material or both, and 
in that way we reach these figures. 

Hon. Mr. Hanson: In the early part of the war was there an effort made 
to take up some of the deferred maintenance when labour was plentiful? 

Mr. Wauton: Yes, we increased our force early to do what we could and 
within, I think, a couple of weeks after war was declared we placed an order 
for additional locomotives. 

Hon. Mr. Hanson: That is new equipment? | 

Mr. Watton: Yes, but it goes into the pool and helps out the general 
equipment situation. 7 

Hon. Mr. Hanson: There must have been a substantial amount of deferred 
maintenance during the depression years that you could not possibly do? 
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Mr. Watton: There was some, and there was what might be called an- 
ticipated requirements, and we did our best while help was available to meet 
that situation. 

Mr. Jackman: Is there any change in this reference to inventories over 
the previous year? 

Mr. Coorrr: No. There is no change in the method of arriving at the 
amount. 


Mr. Hanson (Skeena): In 1932 when my namesake was chairman of this 
committee there were 32,000 ‘annual passes issued on all the railroads of Canada, 
and I would like to know how many annual passes are issued by the Canadian 
National Railways now compared with, say, 1933; could we get that information? 

Mr. Coorer: We will have to get it for you. 


Hon. Mr. Hanson: I hope you will not make me responsible for the number 
of passes issued. 


Mr. Hanson (Skeena): No, I would like to see how the matter worked out. 

Mr. VaucHan: Would you like to have that on record or do you want 
it personally? 

Mr. Hanson (Skeena): I could have it personally. 

Hon. Mr. Hanson: Let us say that the number has been substantially cut. 


Mr. VaucHan: It has been substantially cut. We can only issue trans- 
portation in accordance with the orders of the Board of Transport. 


Mr. Hanson (Skeena): I refer to annual passes given to people apart from 
railway employees. 


Mr. Watton: It varies. There are extreme peaks such as Christmas and 
New Years, when the use of passes by employees has been cut off entirely. 


Mr. Hanson (Skeena): That would be trip passes. 
Mr. Watton: And other passes also. 


Hon. Mr. Hanson: But not to Members of Parliament; they are not 
passes. 


Mr. VaucHan: They issue their own. 


Mr. DonneLLty: With regard to the Cannar Oils Limited, is that a new 
company you have started or a subsidiary? 


Mr. Vaucuan: That is a company we started at the request of the Oil 
Controller. There was evidence of there being a shortage of oil in the west 
to operate our locomotives, and he was of the opinion that we should protect 
our situation by endeavouring to develop some oil on our own account, and 
that was the field recommended by government geologists as being the most 
likely fields to produce a quantity of oil. 

Mr. JACKMAN: This was just for your own purposes? 

Mr. VaucHan: For our own purposes. 

Mr. Donnetty: This was entirely for your own purposes and had nothing 
to do with oil for the other line? : 

Mr. VaucHAN: No. 

Mr. McCuttocu: Did you buy these fields or did you have them on 
royalty? 

Mr. VaucHan: We pay royalties. 

Hon. Mr. Hanson: On page 13 you state the fact but you have not told 
us the results; what are the results? : 

Mr. VaucHan: Of the Cannar oil development? 

‘Hon. Mr. Hanson: Yes. 

Mr. VaucHan: They have not been very satisfactory. 
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Hon. Mr. Hanson: They have not? 

Mr. Vaucuan: No. 

Hon. Mr. Hanson: How much have you spent on this development? 

Mr. VauGHAN: We have had something in the neighbourhood of 30,000 
or 40,000 barrles of oil. 

Hon. Mr. Hanson: Wells drilled and twelve in production. 

Mr. Donnetty: Had you many dry holes? | 

Mr. VaucHaNn: Yes, we have some dry holes. 

Hon. Mr. Hanson: Mostly. How much money was spent on the Cannar 
project? 

Mr. VAUGHAN: $578,000. 

Hon. Mr. Hanson: And you got 34,000 barrels valued at how much? 

: ae VAUGHAN: The value of the oil would be, I assume, about $1.75 a 
arrel., 

Hon. Mr. Hanson: But it has not turned out well. Are you going to go on 
with it? 

Mr. VaucHan: We are making a survey now to satisfy ourselves whether 
it is wise to proceed further or not. 

Hon. Mr. Hanson: I suggest that the government ought to reimburse you 
for that outlay. I do not see why the railroad should take that on. 

Mr. VaucHan: We-hope they will. They would not at the time although 
we went into the development of these oil wells solely at the request of the 
government. 

Hon. Mr. Hanson: You would never have done it on your own? 

Mr. VaucHan: No, sir, we would never have done it. 

Mr. Emmerson: Are these shallow wells? 

Mr. VaucHAN: ‘They are shallow wells. They produce oil at from 1,800 
to 2,000 feet. The cost of sinking wells is not nearly as high as it is in a field like 
Turner Valley. The cost of sinking a well was arount $15,000 whereas down in 
Turner Valley it would cost upwards of $150,000. But it was, I think, well 
worth developing these oil fields because it did look at one time as though we 
might have the greatest difficulty in getting oil, and if there was oil in that 
field—and it was recommended to us as the most likely field in the west— we 
wanted to get it because we needed it. 

Hon. Mr. Hanson: The intention was good but the performance was not 
so hot. 

Mr. Vaucuan: We had some misgivings about it at the time. It was one 
of those war measures that might have turned out all right, and may still be 
better than we expect. | 

Hon. Mr. Hanson: On principle, why should not the government have done 
this out of the war appropriation rather than ask the company to do it? They 
are supplying capital by the hundreds of millions of dollars for war production. 

Mr. VaucHan: They supplied us with capital for this project but they 
charged— | 

Hon. Mr. Hanson: It was debited against you? 

Mr. VaucHAN: Yes, we pay interest on it. 

Hon. Mr. Hanson: And they hold it against you until you pay. 

Mr. Donnetuiy:. Where do you get your oil from? 


Mr. VaucHan: From various places; some from Vancouver and Prince 
Rupert coming up from California, and we get considerable oil from the 
refineries in Calgary and from the refineries in Moose Jaw and some from the 
refinery in Regina. 
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Hon. Mr. Hanson: I suggest that it is so close to six o’clock that I do not 
wish to open discussion on any particular point just now, and I ask that we 
adjourn. 

The Cuarman: Before we adjourn I would like to ask the opinion of the 
committee as to whether we should sit to-night or not. 


Mr. McCutiocH: I move that we sit at 8.30. 
Hon. Mr. Hanson: I object to sitting to-night. 


(On a showing of hands the committee decided to sit at night.) 


The committee adjourned to meet at 8.30 o'clock p.m. 


EVENING SESSION 
The committee resumed at 8.30 o’clock p.m. 


The Cuamrman: Before we start in. to-night I should like to suggest that. 
the committee appoint a vice-chairman. It will be necessary for me to leave 
for an hour to-night and vacate the chair. I am putting it up to the committee 
to appoint their own chairman. 


Mr. McCutitocu: I would make a motion that Dr. Donnelly be appointed. 
Mr. Emmerson: I second that. 
The CHAIRMAN: All in favour? 


(Motion agreed to.) 


The Cuarrman: I have before me a statement here from the Deputy 
Minister, Mr. Edwards, containing four items. [ do not know whether it is 
the wish of the committee that they be tabled or whether you would like to 
have them go into the proceedings. 


Enclosed please find the following documents required to complete 
the evidence taken by the above committee considering the Trans- 
Canada Air Lines annual report for 1943: P.C. 6255 dated August 6, 
1943, naming Winnipeg, Saskatoon, Edmonton under the Transport Act, 


and four other such items. What is the wish of the committee? 
Mr. Donneuuy: Are they all Orders in Council? 
Hon. Mr. Micuaup: Yes. ’ 
Mr. DonneELLY: I move that they be filed as exhibits. 
Mr. McCuutocu: I will second that. 
The CuairMAN: All in favour? 


(Motion agreed to.) 


The Cuarrman: We shall proceed with the Canadian National report. We 
have finished with the president’s report so far as the printed section is con- 
cerned. Are there any questions? 

Mr. Emmerson: On page 10, capital expenditure account, there is just one 
question. “Of the total expenditure $19,148,543 was for new equipment, of 
which twenty-eight northern type locomotives’—were those delivered in 1933? 

Mr. Vaucuan: Twenty-eight of those were delivered in 1943. 
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Mr. Emmerson: Can you give the disposition of those locomotives? What 
became of them? 

Mr. VaucHAaN: They would go into the pool with all the other locomotives. 
They would not be assigned to any— 3 

Mr. EMMerson: Would not some be assigned to certain regions? 

Mr. VaucHan: Yes. 

Mr. Emmerson: They would be delivered to certain regions. 


Mr. Watton: Some have actually been working between Montreal and 
Toronto and some have been on the passenger trains to the maritimes. 


Mr. Emmerson: What number is that engine? 
Mr. Watton: They are in the 6200 series. 
Mr. Emmerson: Some have gone to the Atlantic region? 


Mr. Watton: Some have been used in passenger service; I cannot tell you 
Just what number but a number of them have been used in that service, 


Mr. Emmerson: They have been used but are they in that region now? 


Mr. Wauton: I do not think they are at the moment; they are a duplica- 
tion of the higher number 6100s, so they are both of the same class. 


Mr. Emmerson: But there are none of that class in the region at the 
present time? . 

Mr. Watton: No. 

Mr. Donnetiy: Your box cars were steel cars? , 

Mr. Vaucuan: Yes, 

Mr. Donnetty: Larger ones than before? 

Mr. VaucHan: No, in the last three years they have all been of the forty- 
ton capacity. ‘ 

Mr. McCuuLocH: What proportion of those box cars went to the Trenton 
plant? 

Mr. VaucHan: [I do not remember offhand. They got a very good share 
of them: They were quite satisfied with what they got. 

Mr. McCuttocu: Yes, I understand. 


Mr. Hanson (Skeena): Were all those cars built in Canada or some on the — 


American side? 

Mr. Vaucuan: All our freight cars are built in Canada. All our locomotives 
are built in Canada. 

Mr. Hanson (Skeena) - Refrigerator cars, too? 

Mr. VAUGHAN: Yes, they are built in our own shops at Winnipeg. 
Mr. McCuuuocu: Did you find much trouble in getting steel to build these 
cars? | 
Mr. VaucHan: We did have considerable trouble but eventually we got 
the priorities all right. 
Mr. McCutiocu: I understand there was one time you were thinking of 
building some wooden cars? 
Mr. VaucHaAan: There was some disposition to tvy and have us substitute 
wood for steel in some of these cars, but when we pointed out that in the old 
type box car there was as much steel required for channels and angles as in the 
new type box car they decided it would be better to let us go ahead and build 
the modern type of box ear. : 

The CuairMan: I hope I am not telling tales out of school but I have 
heard it said by your officials in Transcona there was no type of car or loco- 
motive they could not build there. 


VW + -cetn 
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Mr. McCuutocH: You mean at Trenton, Mr. Chairman. 

The CuHairMAN: I mean at Transcona. 

Hon. Mr. Micuavp: Transcona and Trenton are keen competitors. 

Mr. Emmerson: On pages 11 and 12 you speak of the central station in 
Montreal? 

Mr. VauGHAN: Yes. 

Mr. Emmmrson: Why is it that all passenger trains in and out of Montreal 
do not go into the central station? That is one of the advantages of a central 
station which has often been mentioned as doing away with the level crossing 
difficulty, but you are using Bonaventure? 

Mr. Vaucuan: All trains go into the central station from the west, from 
the east and from the south except suburban trains which we still run into the 
old Bonaventure station. 

Mr. Emmerson: Then you are not going to get rid of the old level crossing 
difficulty? | 

Mr. VaveHan: We do not expect that these suburban trains will run into 
that old station forever. They are running there now as a matter of convenience 
during the war. 

Mr. Hanson (Skeena): What was spent on that Montreal station during 
1943? 

Mr. Vaucuan: The net amount spent on the terminal in 1943 was $258,454. 

Mr. Hanson (Skeena): What was the total up to 1943? 

Mr. Vaucuan: Do you want to get the total right from the beginning 
including all the property? 

Mr. Hanson (Skeena): Yes, we had it last year. 

Mr. Vauauan: The total amount spent to the end of 1943 was $27,518,000. 

Mr. Hanson (Skeena): What is your estimate as to any further expend- 
iture? 

Mr. VaucHAN: We have an amount next year in the budget of $313,000. 
That is all we expect to spend in 1944. What we will do in the future we are 
unable to say now. 

Mr. Hanson (Skeena): There is no suggestion of any further construction 
in the future yet? 

Mr. VaucHan: Not at the moment, no. 

Mr. McCuttocu: I see you have made a good move in so far as drawing 
rooms and berths are concerned. You cannot order a berth now two weeks ahead 
and have it held. You have got to pay for it within twenty-four hours? 

Mr. VAauGHAN: Yes. 

Mr. McCuuuocn: I think that is a splendid move. 

Mr. Rorsuck: It would be a better move if they would sell reserved seats 
on the trains running out of Ottawa on Friday afternoon. 

Mr. DonneEtty: Is it your intention to bring the line that runs from eastern 
S Catharine out to Chicoutimi into the main station some time? 

Mr. Vaucuan: It is referred to in this report, as the Bout de l’Ile line. 
That will bring trains from Quebec, Shawinigan Falls, Grand Mere, Chicoutimi, 
_ Arvida, Noranda and all that territory into the new station. 

Hon. Mr. Micuavp: And the transcontinental as well. 

Mr. Durocuer: How does that question stand now as to this new line? 
Are there any new developments? 

Mr. VaucHAN: We have let the contract and we are starting on it. 


96 STANDING COMMITTEE 


Mr. Durocuer: The contract has been let? 
Mr. VAUGHAN: Yes. 


Mr. Durocusr: Are there any arrangements made with city of Montreal 
with reference to the level crossings and everything else? 


Hon. Mr. Micuaup: The city of Montreal has approved of the plans. 
Mr. VaucHan: It has been approved by all the interests concerned. 
Mr. DurocHeEr: Except some individuals. 


Mr. Hanson (Skeena): What is the estimate in connection with this Steep 
Rock development as to the construction of that road? How many miles does 
it cover? 


Mr. VaucHan: The government is assuming the expense of the cost of 
that siding and the cost of the ore dock. The estimated cost of the whole thing, 
the siding—that is the spur from our line into their mine—plus the cost of 
building the dock at Port Arthur, was about $2,500,000. 


Mr. Hanson (Skeena): What is the distance of the road? 
Mr. Wauton: About four miles. 


Mr. VaucHan: It is between four and five miles. The cost of the spur 
itself will probably be in the neighbourhood of $400,000. 


Mr. Hanson (Skeena): Has that contract commenced? 

Mr. VaucHan: The work has not actually commenced. The contractor is 
getting his plant ready. The contract was let some time ago. As soon as the 
weather permits he will get busy on it. 


Mr. Jackman: Track laying costs a great deal of money from what you 
have said about the cost of the spur at Steep Rock, and I notice also fourteen 
miles in Montreal, is it? 

Mr. Vaucuan: Yes. 

Mr. JacKMAN: $2,870,000; that is $205,000 per mile. 

Mr. VaucHAN: There are a lot of crossings there, a lot of subways and 
crossings. 

Mr. Donnetiy: A lot of the cost at Steep Rock will be absorbed in the 
pier, will it not? 

‘Mr. VauaHan: There will be over $2,000,000 of the $2,500,000 absorbed 
in the cost of the pier and the approaches. 

Mr. JAcKMAN: The railway company is not under any obligations at all in 
connection with Steep Rock? It is entirely a government matter, is it? 

Mr. VaucHAN: Exactly, 

Mr. Donnetiy: Are they producing ore at Steep Rock now? 

Mr. Vaucuan: They do not expect to be producing ore until August. They 
prea us they will ship at least 500,000 tons of ore this fall before navigation 
closes. 

Mr. Jackman: What is the ordinary cost of laying a mile of track where 
you have not got unusual difficulties or expense? 

Mr. VaucHan: It depends entirely on the terrain. If you are building 
on the prairie your cost is very much less than if you are building through rock. 
Then you have a very expensive proposition. It is impossible to lay down a 
cost for a given mile of track without knowing the territory where the track is 
going to be laid. 

Mr. Wauton: There is considerable rock work at Steep Rock? ~ 

Mr. VaucHan: There is a lot of rock work, a great deal of blasting. 

Mr. Jackman: It works out at about how much a mile, roughly? 
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Mr. VaucHan: I think the actual contract worked out somewhere around 
$75,000 a mile. 

Mr. Jackman: That is for a double track? 

Mr. Watton: No, a single track line. I do not think I have the figure 
here for the spur. 


Mr. VauGcuan: We called for competitive tenders on that work, and there 
was a big difference in the tenders. The contract was let to the lowest 
tenderer who is a responsible man. 


Mr. Hanson (Skeena): I think, Mr. Chairman, that for future reference 
we should have the suggestions by the railway as to the post-war period. It is 
neither adopted or accepted but I think for future committees I should like to 
see that incorporated in our minutes. We have other committees where there 
are suggestions from chambers of commerce, suggestions from farmers’ institutes 
incorporated in the minutes. I cannot see why we should not have the sugges- 
tion from the C.N.R. incorporated in our minutes. 


Mr. Vaucuan: I think that was arranged to be done. 
The Cuairman: I did not get what Mr. Hanson said. 
Mr. Vaucuan: That is the report we gave to the Turgeon committee which 


we had here this afternoon. Mr. Hanson suggests that it be incorporated in 
the minutes of this meeting. 


Hon. Mr. Micuavp: If you want to have it incorporated in the minutes 
someone should make a suggestion or a motion. 
The CHarman: It is being printed and distributed to the members. 


Mr. Hanson (Skeena): I know, but you have so many of these publications 
in different committees I think it would be better if we had it in our minutes. 


The Cuarrman: Then move that if you want it in the minutes. 


Mr. Hanson (Skeena): If I am in order I move that be incorporated in 
our minutes. 


The Cuairman: All in favour? 

Mr. Jackman: Mr. Chairman, before we take a vote on it I am entirely in 
sympathy with what Mr. Hanson says in regard to having it available, but after 
all 1 think we either have it or can get it very readily in the minutes of the 
Social Security or Reconstruction and Rehabilitation Committees. I think this 
committee should have some respect for the paper shortage and general economy. 
How many pages is the document? It is quite a large one, is it not? 

Mr. Hanson (Skeena): All we are printing is 700 copies. 

Mr. Jackman: You have got a copy already. 

Mr. McCuttocy: We could take one and put it right in our book. 

The CuHairMAN: They say it is abount fifty pages. It would be quite an 
expense. | 

Mr. Donnetty: Yes. It is quite a big affair. 

Hon. Mr. Micuaup: It is twenty-three pages. 

Mr. McCuttocu: Each member could get'a copy and put is in his report. 

Hon. Mr. Micuaup: Yes. Each member could get a copy. 

The CuarrMan: Will somebody move that? 

Hon. Mr. Micuaup: It is No. 25 of the minutes of proceedings and evidence 
of the reconstruction and re-establishment special committee. 

Mr. DonneELLY: I would not have it five years from now, anyway. 

The Carman: Gentlemen, the clerk says that, if it will satisfy the com- 
mittee, he will get each member one of these booklets right away. That would 
perhaps obviate a good deal of expense. 
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Mr. DonneELty: Yes. 

The CuatrmMan: Otherwise I will put Mr. Hanson’s motion. I do not 
think we need to conflict on the motion. What is your wish, gentlemen? Do 
you wish that we get this booklet or do you wish that we have it printed? 

Mr. Jackman: The booklet. 

Mr. Donnetuy: Yes. 

The CuHairman: All in favour of obtaining the booklet? Against? I am 
afraid the booklet has the day. You will get copies of it for the committee? 

The CuerK: Yes. 

Mr. Jackman: Where are you, Mr. Chairman? 

The CHarrMan: Just deliberating on this report; a free for all deliberation. 
Mr. Donnelly, will you kindly take the chair? (Mr. Donnelly, the vice-chairman, 
took the chair). § 

Mr. JAcKMAN: In connection with the post war period, Mr. Vaughan, what 
provision have you made for reinstating your own men who have enlisted or 
been called up? Have they been promised their jobs back? 

Mr. VaucHan: Yes. They have been promised that when they come home 
they will be given equally as good a job as they had when they left. 

Mr. Jackman: If they can handle it? 

Mr. VaucHANn: Yes. 

Mr. JackKMAN: What do you do in regard to any deficiency between the pay 
they receive in the armed services and the pay they were formerly getting with 
the railway? 

Mr. VaucHan: We do not do anything there, but we protect their pension 
rights; during the period they are away their pension is still accruing on the basis 
of their salary when they left. : 
as McCutiocu: How many men have left your employ to go into the 
army 7 
Mr. Vaucuan: I would say we have probably not far off 20,000 in the 
armed forces. 

Mr. Rorsuck: That is a big loss, 

Mr. McCuuuocH: Yes. 

Mr. Emmerson: Mr, Vaughan, may I ask how long a man is required to 
be in service with the railway before he becomes permanent and can claim, by 
his employment there, for reinstatement after the war? 

Mr. Vaueuan: Are you referring to the service men? 3 
: Mr. Emmerson: Yes, the men who are in the service, those who left to 
enlist. ! 

Mr. VaucHan: If he is in the service a year, I think. 

Mr. Watton: Of course, seniority has to govern, 

Mr. EMmerson: Quite so. 

Mr. Watton: Because a man enlisted, it does not guarantee him a job 
unless there is a job for him. He would not have preference over some one 
senior to him for a job. 

Mr. Emmerson: No. Take, for instance, the case of an apprentice who has 
served six months of his apprenticeship or a year of his apprenticeship. With 
that six months service as an apprentice, will he be entitled to employment 
when he returns, to complete that apprenticeship? 

Mr. Watton: Yes. There is an added provision that if he is in work 
which is comparable to his apprentice job, he gets an allowance so far as 
completing his apprenticeship is concerned toward that time. For instance, 
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“we have a number of men who were machinists, apprenticed to the machinist 
trade, and who went with the navy possibly as artificers, right in work parallel 
with what they were following. Such a man is allowed time towards the com- 
pletion of his apprenticeship. 

Mr. Emmerson: He is not allowed all that time, but he is allowed some of it. 

Mr. Watton: There is a proportion—I think up to the last year—that he 
has to serve after he returns. 

Mr. Emmerson: We will take it he still keeps his place on the seniority list? 

Mr. WaAuToN: Yes. ! 

Mr. Emmerson: If he has only had six months. 


Mr. Watton: His relative position with the other men on the list remains 
the same while he is away. 


The Vice-Cuatrman: Gentlemen, if you are through asking questions, shall 
we go on with this report? 


Mr. Jackman: Who determines the seniority, the company or the union, and 
have you a collective bargaining agreement with all the brotherhoods? 

Mr. Watton: Oh, yes. 

Mr. VaucHan: We have collective bargaining with I do not remember how 
many unions—a score or more, maybe. The seniority is determined by the 
company in co-operation with the union. 

Mr, Jackman: A man is not losing any accruing seniority as he serves in 
the forces? 

; Mr. VaucHAN: No. 

Mr. JacKMAN: He is gaining there. 

Mr. VauGHAN: Yes. 

Mr. JAcKMAN: All right. 

The Vicr-CHaAirMAN: Shall we go on to page 16? 

Mr. VAUGHAN: Page 16 is the consolidated balance sheet. 

Mr. Nicuotson: Before you leave this other report, I wonder if Mr. 
Vaughan would make some statement as to the arrangement between the C.N.R. 
and the Hudson Bay Railway? The Hudson Bay Railway is not covered in this 
report. 

Mr. VaucHan: No. We operate the Hudson Bay Railway for the account 
of the Dominion Government. They get all the revenue and pay all the expenses 
of the Hudson Bay Railway. 

Mr. Nicuotson: You do not show anything about it. 

Mr. VauGcuan: It is taken out of our accounts. 

Mr. Nicuotson: What would be the procedure to have it taken over as 
part of the Canadian National Railways? 

Mr. Jackman: Overcome the objection unanimously. 

Hon. Mr. Micuaup: A bill forced upon the house. 

Mr. VaucHan: We would object to putting it in our accounts. 

Mr. Jackman: Do you get a management fee or how do you operate this 
other company? 

Mr. VaucHAN: Do you recall, Mr. Cooper? 

Mr. Cooper: It is on an out-of-pocket cost basis. 

Mr. JAcKMAN: Out-of-pocket cost basis? 

Mr. Cooper: Yes; no management fee. 

Mr. Nicuoitson: What is the objection to having it as part of the C.N.R. 
system, providing you have not the capital debt structure? 
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Mr. Maypanxk: At the present moment it would be like some of these 
maritime roads that the maritimers were telling us about. 


Mr. VAuGHAN: We think we have enough of those. 
Mr. Mayspank: Lame ducks. 


Mr. VaucHan: We think we have enough of those lines in our system now 
that cannot make ends meet, and we do not want any more if we can help it. 


Mr. Rorsuck: Their need is a little more traffic. 
Mr. NicHotson: You are taking the responsibility for operating this? 
Mr. VauGHAN: Yes. 


Mr. Nicuorson: The reason I raised the question was that I travelled on 
the line last summer when there were some 70 Americans travelling from the 
north, and they were all highly trained men who were anxious to get back home 
as quickly as possible. The staff on the Hudson Bay road co-operated very well 
in getting them there quickly, but there was a hold-up in The Pas as the result 
of failure to have the Hudson Bay Terminal make the necessary arrangements 
with the Dauphin end of it, to have them get out of The Pas as quickly as 
possible. It occurred to me that if the whole system were under one management 
there would be advantages to the travelling public. 


Mr. VaucHan: The manager of the Hudson Bay line is really under the 
jurisdiction of our vice-president in Winnipeg as far as the operation of the line 
is concerned. 


Mr. Nicuoison: He runs his own show pretty much, though? 


Mr. VaucHan: He reports to the vice-president. of the Canadian National ° 


Railways in Winnipeg. He is under his jurisdiction. There should not be any 
difficulty of that kind though. There were quite a large number of people going 
in and out of Churchill, as you know, last year, and sometimes there was not 
the equipment available to handle them and take them all out when they wanted 
to go out. 

Mr. Nicuotson: These men were forced to stay over in The Pas, which 
could have been avoided, I think, if there had been co-operation between the 
two railways. 

Mr. Watton: Were they moving by special train? 

Mr. NicHotson: They were on a mixed train coming down, and there was 
an extra going out of The Pas that very morning, that the Hudson Bay staff was 
trying to move them out on. 

Mr. Wauron: Do you know their ultimate destination? 

Mr. Nicnoitson: They were going to the States. 

Mr. Watton: Then possibly they would not have reached their destination 
any more quickly. 

Mr. Nicuotson: If they had caught that extra at Kamsack, they would 
have got into Winnipeg in the morning and cleared with the immigration people 
that day, rather than getting in at night and staying over an extra twenty-four 
hours. It would have saved them twenty-four hours in Winnipeg. 

Mr. Vauauan: I suppose they were contractors’ men, were they? 

Mr. NicHotson: Yes. 

The Vick Cuairman: Shall we go on with this report now? 


Mr. JACKMAN: Mr. Vaughan, on page 8, you mention that “the cost of living 
bonus paid on Canadian lines amounted to $18,918,000. Of this sum $16,396,000 
was charged to operating expenses.” 


Mr. VAauGHAN: Yes. 
Mr. JACKMAN: Why not the balance? 
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Mr. Cooper: The cost of living bonus is distributed in the same way that 
the payroll is distributed. If the men are engaged on construction work their 
wages and cost of living bonus would be charged to investment account. Some 
of it would be charged to hotels, some to subsidiary companies. That is the 
reason for the difference between the total cost of living bonus and the amount 
charged to expenses. I can tell you how much was charged to the different 
accounts, if you wish it. 

Mr. JACKMAN: Oh, no. That is all right. I just wanted to know the principle; 
that is all. In the next paragraph down you say, “The loss in conne¢étion with 
railway properties retired and not replaced was also charged to operating 
expenses. In previous years this loss was charged to profit and loss account.” 
That is a change in your depreciation policy this year over the other years? 

Mr. Coorrr: It is a change in accounting practice, yes. 

Mr. Emmerson: What page is that? 

Mr. JAcKMAN: It is on page 8, just ahead of the chart. 

Mr. Cooper: It is in line with the change made in the accounting regula- 
tions of the Interstate Commerce Commission. 

Mr. Jackman: Was that a very substantial amount that you charged there 
to operations during the year instead of to the accumulative profit and loss 
account? 

Mr. Cooper: You will see the item on page 19 under the heading of “main- 
tenance of way and structures,” about halfway down or a little more than half- 
way down. We have an item there, “road property—retirements, $2,286,000.” 
There was no corresponding figure last year. 

Mr. Jackman: Yes, I see. The effect of the change was to increase, or rather 
to decrease the net or surplus by that amount each year? 

Mr. Coorrr: No. It does not have any effect on the surplus. It decreased 
the operating results, but it did not change the net income result. It simply 
moved from the profit and loss account into the operating expense account. 


Mr. Jackman: In place of charging $2,000,000 against your accumulative 
profit and loss account? 

Mr. Coorrr: Not the accumulative profit and loss account; the year’s profits. 

Mr. JAcKMAN: It all comes out of the yearly account? 

Mr. Cooprr: That is right. We have no accumulative deficit or surplus. 

Mr. Jackman: No. You give it to the government. 

Mr. Coorrr: That is right. | 

Mr. Jackman: Mr. Hanson had some questions he was asking about these 
pensions. You have not gone into the reason for setting up this fund of 
$19,069,000. That is on page 9 and 10. Was there an obligation owing by the 
company which had not been reserved for? 

Mr. Coorrr: That is exactly the situation, Mr. Jackman. As we say in 
our previous reports, we had to cover the situation by the notation under the 
contingent liabilities; we stated that we had a number of pension contracts 
oustanding and we gave the capital value of those contracts; but they were 
not set up as direct liabilities in the balance sheet, but in 1943 we removed 
them from the category of contingent liabilities and recognized them as direct 
liabilities. : 

Mr. Mayspanx: From now on you figure on putting into that trust fund an 
appropriate amount of money each year to keep it up? 

Mr. Cooper: Yes. 


Mr. Mayank: Is this the whole of pension liability or only a part of it? 
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Mr. VaucHAN: That is those who have already been retired; that sets up 
a capital fund to take care of all the pension contracts that have been issued 
to date. 

Mr. MayBank: Oh yes. 

Mr. Cooprr: I might add to-that that the $19,000,000 represents the con- 
tracts effective up to the end of 1942. The additional contracts issued during 
1943 were charged as 1943 operating expenses. The total amount of the con- 
tracts issued up to the end of 1948 is in the neighbourhood of $21,000,000 of 
which $19,000,000 relates to the period prior to 1943; so that we set that up as 
a special item separate from the normal expenses of the year, but the proportion 
applicable to the year 1943 has been treated as an expense of 1943. 

Mr. Maypank: Yes, so that you are therefore up-to-date with the outstand- 
ing contracts? 

Mr. Cooper: Yes sir. 

Mr. Mayranx: You do not figure on putting up a dollar for John Doe’s 
dollar year by year as it is deducted from him? You have never gone into that? 

Mr. Cooper: I do not believe we can hope to reach that degree of per- 
fection. 

Mr. Mayspank: The way you handle it then is that when John Doe does 
retire there is a certain amount of money that should be appropriated to his 
pension contract and you pay that each year, you set that up then, is that the 
method? 

Mr. Cooper: That. is our intention. 

Mr. Maypanx: Yes, 

Mr. Cooper: There are many things which can happen to a man who is in 
the service before he reaches the position where he goes on pension, or the time 
when he receives a pension contract, but we have reached this stage that when 
he reaches the retirement age and he receives a contract we set up the 
liability under that contract. 

Mr. JAcKMAN: All liabilities on existing contracts have been set up now 
and you are on a yearly accrual basis. 

Mr. VaucHan: Except, I think I should say this, for our main pension 
scheme we have it set up, but we have two other pension schemes; the I.C.R. 
Provident scheme and the Grand Trunk Pension scheme. We do not issue 
contracts there. They are independent pension systems closed many years 
ago but there are still some who have memberships in those funds. 

Mr. Mayganx: You mean that there are still some working? 

Mr. VavucHan: For instance, the old Grand Trunk superannuation fund 
closed I suppose 35 years ago but it still has 77 members of that fund on the 
railway who have not retired yet. They have their own funds which were set 
up by themselves. : 

Mr. Maypank: Are there also some who are still drawing pensions? 

Mr. VaucHANn: Oh, yes, quite a number. 

Mr. Maypanx: I mean, there are still some alive who have retired? 

Mr. VAUGHAN: Yes. | 

Mr. Emmerson: Have you:a number of men still on the Intercolonial 
provident fund? 

Mr. Vaucuan: I do not know the number. We could get that for you, Mr. 
Emmerson. I think we have a number of pensioners but I do not think we 
have the number in the fund. 

Mr. Cooper: The number of pensioners at the end of the year was 2,209. 


———————— er 
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Mr. Emmerson: I was wondering about those eligible who would be 
drawing pensions from the provident fund. 

Mr. VaucHan: We haven’t got that here; what you want to know is the 
number still in the service who are entitled to pensions in that fund when they 
reach retiring age? 

Mr. Emmerson: Yes. | 

Mr. Vauauan: There would be approximately 8,000. 

Mr. Emmerson: That is near enough for me. . 

Mr. Jackman: Actuarially there is still some liability if you were to com- 
pute everything on the basis of the claims which are likely to come through; 
there is some liability still remaining on the part of the railway company in 
regard to pensions for which funds have not yet been set up? I think the 
step taken last year is entirely in the right direction, and I hope that if there 
are more liabilities there you will be able to fix it up this year. 

Mr. VaucHAaN: We are hoping that the Grand Trunk will have enough 
money in their own fund to take care of their pensioners and that those under 
the provident fund will not have to be taken care of by the Canadian National 
Railways. 

Mr. Jackman: Is there an actuarial liability; supposing a private company 
were to assume this would you have to give them quite a bit of money to take 
over the additional contracts? 

Mr. Cooprr: If you accept that as a definite liability, yes, I would say so. 

Mr. JAcKMAN: It is actually a liability? 

Mr. Cooprer: Yes. 

Mr. JAcKMAN: Big or small? 

Mr. Cooper: I would think it would be a substantial sum. 

Mr. JackMAN: In the nature of $19,000,000? 


Mr. Cooper: I would not like to guess at that, Mr. Jackman. What we 
are doing is, as stated in the report, that in respect to the non-contractual funds 
we are meeting the pension costs year by year by charges to expenses. What 
we have dealt with are the contracts, the full numbers of contracts issued 
by the company. With respect to the others we are absorbing the expense of 
the pensions assumable by the company year by year as it is incurred. 

Mr. JAckKMAN: Would you not prefer to have a fund set up to take care 
of that, the same as you have done here? 

Mr. VaucHan: Those funds are in an entirely different position from our 
main fund. They are old funds that were created a long time ago and were 
closed some time ago. 

Mr. Coorer: The situation in the United States is different. Over there 
the various railroads are under what is called the United States Railway Re- 
tirement Act. In the United States the railways—to begin with the employees— 
each employee pays a percentage of his wages into this government fund. At 
the present time it is 34 per cent of his wages, up to $300 a month. That is 
paid into this government fund. The company puts in an equal amount. Each 
railway company puts in an equal amount. Out of the United States Railway 
Retirements Fund the pensioner will receive his pension when he reaches pension 
status. The railway companies having paid 3% per cent of the payroll are 
through, They have no other liability unless they wish to go beyond ‘the 
amount of the pension which the government scheme allows to the individual. 
This government pension limited to $120 a month. If some of the railways 
feel that they should do better than that, that is entirely voluntary on their 
part. Generally, having paid the 34 per cent of the payroll the railways have 
acquitted themselves of all pension lability. 
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Mr. JAcKMAN: Of course, you have to comply with that as far as your 


American employees are concerned? 
Mr. Cooprer: Yes. 


sion rights from one railroad to another? 


and ours. 
Mr. Maypank: And generally creates a better feeling? 


it does not tend to hold the employee to a particular railway. 
Mr. Maypanx: No. 


Mr. Cooper: But generally speaking one of the original purposes of a 
pension fund was to encourage long service with the particular railway to 
which the man belonged. 


Mr. Maysanxk: From one standpoint that would make him less scared 
of his boss while from the other it would tend to make him less loyal to the 
road; according to who happens to make the statement. 

Mr. Rogesuck: But it keeps him loyal to the railways in general. 


Mr. Nicuotson: I would like to ask a question of Mr. Vaughan. Can he 
tell us how many employees of the railway are serving with the railway corps? 


Mr. Vaucuan: I could not tell you how many are serving with the rail- 
way corps as distinct from the army as a whole. We haven’t got those figures. 

Mr. JAckKMAN: Mr. Chairman, I would like to refer to the bottom of 
page 11, the paragraph next to the bottom: ‘measures taken during the year 
for the more complete consolidation of the corporate structure of the system 
included (a) the acquisition of control through ownership of the capital stock 
of the Atlantic and St. Lawrence Railroad Company”—and so on. That refers 
to the steps which were taken to acquire the minority interest in those lines? 

Mr. VaucHan: That is so. 


Mr. Cooper: Mr. Harris, of this committee, rather strongly urged that 
we take steps to get rid of the minority shareholders in some of the system 
corporations, and this reports what we have accomplished. 

Mr. Harris: A little louder, please; Mr. Chairman, we cannot hear what 
Mr. Cooper is saying. 

Mr. Cooprr: I just made the statement that last year you had been urging 
the railroad to take steps to divest the minority shareholders of some of our 
subsidiary companies of their equities in the Canadian National system in view 
of the fact that the companies generally were deficit companies; and this 
paragraph refers to what has been accomplished during the year 1943 in that 
direction. 


Mr. JACKMAN: Just in connection with that Victory Loan campaign; I 
don’t suppose you feel that it is encumbent upon you as a company to 
subscribe to the loan, as a corporation? 

Mr. VauGHAN: We did subscribe very substantially out of the special funds 
which we had available. We refer to it on page 13 of our report. 

Mr. Jackman: Not the corporation itself, you would not think it a part 
of, your business? 

Mr. VAUGHAN: Yes, it is right there, we subscribed from company funds the 
substantial sum of $29,000,000. 

Mr. JAckMAN: Yes. Other companies have to subscribe in addition ; you 
don’t have to do that. Most companies have to subscribe whether they want to. 
~ or not. You don’t have to do that. 


Mr. Maypank: I suppose under that scheme an employee carries his pen- 


Mr. Cooper: Yes, that is one of the differences between their scheme . 


Mr. Coorrr: Yes, although sometimes it works in the reverse direction; — 
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Mr. VaucHan: We had this money available and it seemed the proper place 
to put it. 
Mr. JAckman: Yes, for trustee funds. 


Mr. McCuntocu: And you have taken $8,000,000 additional in that No. 5 
Victory Loan? 


Mr. VaucHan: Yes, we have since the close of the campaign. 

Mr. Harris: Perhaps the witness would tell us the cost of the acquisition of 
the control and ownership of these subsidiary companies; just what they had 
to do in getting that, what. did it cost them? 

Mr. Vaucuan: Mr. Cooper, our Comptroller, is here and he can give you 
all the details of that. 

Mr. Coorer: The acquisition of the Atlantic and St. Lawrence Railroad 
Company began through the repatriation of securities in the United Kingdom. 


Mr. Harris: Were those securities listed on the market or were they just off 
the market? 


Mr. Cooper: They were on the market almost entirely. 

Mr. Harris: What were they quoted at? 

Mr. Cooper: Pardon? 

Mr. Harris: Have you got what they were quoted at at the time you took 
them over? 

Mr. Cooper: Yes they were—I do not see the figure—it was about £63 per 
hundred. At any rate they were vested at the market price as of the date of the 
vesting order becoming effective. 

Mr. Harris: Are they entirely bought up now or are there any outstanding 
shares on the market? 

Mr. Coorer: No. There are about 600 shares which have not yet been 
found. | 

Mr. Harris: Where does that appear on the financial statement? 

Mr. Coorer: On page 26 the list of the companies comprising the Canadian 
National system number three on the list. 

Mr. Harris: $246,540? 

Mr. Cooper: Worth of stock, yes. 

Mr. Harris: Is that still owned by the public? 

Mr. Cooper: Yes, a few shares have been acquired since the end of the 
year. 

Mr. Harris: What was the method of buying in these shares, if and when 
offered? 

Mr. Cooper: We have made an offer to all the holders in the Sterling area 
to acquire their shares at the vesting price. 

Mr. Harrts: I hope you hold rigidly to the vesting price. 

Mr. Coorer: We have not changed the purchase price through the Sterling 
area. 

Mr. Harris: They should have taken that price at the time rather than 
take the enhanced price which might be in the shares now that you have made 
such a good showing during the current year; it is a matter of a quarter of a 
million dollars there is it not? 

Mr. Coorrmr: I might say that from the date of the vesting order these 
shares have been divested of any income which might have been attached to 
them so that there is every inducement to the present holders to turn them in 
for cash. We are ready to give them the vesting price as soon as they can pro- 
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duce their shares. 
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But I think it is recognized that under conditions in the 


United Kingdom to-day with so many people being in the forces and so much 
disturbance in London and everything that these securities are very difficult to 


locate. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


HARRIS: 
CooPER: 
HARRIS: 
COOPER: 
HARRIS: 
CooPER: 
HARRIS: 


Yes. 

I do not think there is any doubt— 

How many years is it since they were first issued? 

They were issued about 1853. 

That is eighty years ago. 

That is ninety years ago. 

Mr. Chairman, if I am in order may I ask a question with 


respect to the Canadian Northern Quebec Railway owned by the public who own 
about one-third of the capital stock issue; what is being done about that? 


Mr. VaucHAN: We are negotiating in connection with the stock of these 
companies now, and we hope to complete arrangements before very long. 

Mr. Harris: At what price? 

Mr. VAUGHAN: We do not expect to pay anything. 

Mr. Harris: How is the price $3,849,200 arrived at and set up in your 
balance sheet? 

Mr. Cooprr: 

Mr. Harris: 


That is par value. 
That is the cost price to those who hold stock. 

Mr. Coorrer: Oh, I do not think so. 

Mr. Harris: Have you the cost price to those who presently own the stock? 

Mr. Cooprrr: No, I could, not answer that. 

Mr. Harris: What is the origin of the Canadian Northern Quebec Railway 
outstanding share? You had to have the railway, I imagine; and you found 
these shares outstanding, owned by the public, did you? 

Mr. Cooprr: Yes. 

Mr. Harris: And you put them on the record at par values? 

Mr. Coopmr: Yes. 

Mr. Harris: Do your records show what they were worth at the time you 
put them on your inventory or on your balance sheet? 

Mr. Cooper: Any company in which we had a majority control we 
treated as a system company and we have taken the assets and liabilities of such 
companies bodily into our consolidated balance sheet, and the outstanding shares 
which were in the hands of the public have become system stock liabilities at 
their par value. 

Mr. Harris: At their par value; that is your determination; but when was 
the $3,849,200 taken on? When was the whole $9,500,000 taken on? 

Mr. Coorrr: I could not answer that from memory. 

Mr. Harris: 1923? 

Mr. Cooper: They were taken into the consolidated balance sheet of the 
Canadian National system in 1923. 

Mr. Harris: What I am getting at is this: when they were taken in it is 
more than probable that they were certainly not worth $9,500,000? 

Mr. Cooper: I doubt whether they were ever worth their par value. 

Mr. Harris: When they were taken in no railway stocks anywhere in North 
America were worth par value. You have not got the date when they were 
taken in? | 

Mr. Cooprr: No. 
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Mr. Vaucuan: I think they acquired those stocks between thirty and forty 
years ago. | 

Mr. Cooper: In any event, it is customary to take up the capital stock as 
far as the issuing company is concerned at its par value. 

Mr. Harris: That is customary from a controller’s standpoint for a book- 
keeping system; it is customary for a bookkeeper to take it on; and after all 
it is worth a certain value. Someone, apart from the controller, the book- 
keeper and the auditor, had some idea of the actual value of the stock? 

Mr. Cooper: Our information is that the stocks are worthless. I do not 
think we would pay anything for those stocks today. 

Mr. Harris: What are you going to do with this $3,849,000? Are you going 
to pay that out? } 

Mr. Cooprr: As the president said, there are some negotiations pending 
and my own view is that the less we say about it the better. 


(Discussion off the record) 


Mr. Harris: Perhaps you will tell us something about the transfers of the 
New England Elevator Company and the Grand Trunk Western Railroad Com- 
pany, and the Cincinnati, Saginaw and Mackinaw Railroad Company, and tell us 
at the same time where they appear on this balance sheet; and while the witness 
is making his deposition he might say something which is rather important to 
those of us who hail from the vanishing city of Toronto with regard to the 
Toronto Belt Line Railway Company. 


Mr. Cooper: With the permission of the committee I would like to read this 
memorandum :— 


“With reference to the Toronto Belt Line Railway Company, the 
Toronto Belt Line Railway Company owned a short belt line railway 


in the city of Toronto some portions of which were operated as industrial 
trackage and some portions of which have been abandoned— 


Mr. Harris: May I interrupt you there? It is not a.short line but a very 
long line. It encircled the whole city of Toronto originally. 

Mr. Cooper: I do not think so; it just ran up the eastern side of the city. 

Mr. Harris: It originally dated back to 1888 and it was about forty miles 
long. When it was originated it skirted the whole city of Toronto. 

Mr, VaucHAN: It went to the north of the City across Yonge street and 
towards Rosedale. 

Mr. Harris: I am sorry for interrupting, go ahead. 

Mr. Cooper: “ .. . its capital stock was $50,000 of which $33,400 was 
owned by the Canadian National and $16,600 was owned by minority interests 
the owners of which were not known. It had issued $462,500 of 4 per cent 
bonds which matured in 1931, all of which were owned by the Canadian National 
Railway Company.” 

Mr. Harris: What was the term of those bonds—how many years? 

Mr. Cooper: I believe they were about forty year bonds. 

Mr. Harris: Maturing at 1931; which would bring it to 1891. 

Mr. Cooper: All those bonds were owned by the Canadian National Rail- 
way Company. On the other hand, the Canadian National owed the Belt Line 
Company $52,453 representing the ledger value of property retired, making 
a net indebtedness of the Belt Line to the Canadian National Railway of 


$410,047. In order to dispose of the minority interest the properties of the 
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Belt Line Company have been sold to the Canadian National Railway for 
$410,047 which amount discharges the debt of the Belt Line Company to the — 
Canadian National. ; 

So it leaves the company with no assets and therefore the minority shares 
have nothing behind them. They have disappeared as far as we are concerned. — 
That is how we are getting rid of these minority shares. 

Mr. JAckMAN: You own the physical right of way? 

Mr. Coorrr: We got the physical assets for the amount of their debt to 
the Canadian National. 

Mr. JAckMAN: What are you going to do with the right of way—anything 
at all? 

Mr. Cooper: ‘The portion which is in use as industrial trackage is to be 
operated. 

Mr. JAckMAN: You have taken up most of the tracks. Was there not an 
operating condition in the original charter whereby you have to run one train 
over the tracks at least every so often? 

Mr. Cooprrr: I could not tell you that. 

Mr. VaucHAN: It is a great many years since a regular train was run over 
those tracks. 

Mr. Harris: I would like to take a moment of the committee’s time to 
place this observation on record, and it takes us back to 1891. As many of the 
older members of the committee will know 1891 to 1896 were very very bad days 
in Canada; in fact during that period the black flag was raised even in the city 
of Toronto, and this particular project was advanced at that time through pro- 
perty which was not very valuable at that time. Since then, Mr. Chairman,— 
I am putting this on the record for the purpose of advising the Canadian 
National system that this property is worth real money now—since then, and 
particularly in the last decade, the property transversed by this Belt Line rail- 
way, the ownership of which is now vested with the Canadian National, has 
become very very valuable. For example, it transverses property known as 
Forest Hill Village, the Don Ravine, Moore Park and areas to the west of 
Toronto which have become very very valuable suburban property—worth many 
many dollars. If the Canadian National Railway has ownership in a property 
owned by the old original Toronto Belt Line I would say to the Canadian National 
Company that the asset is of real value, apart from the fact that presently in 
certain portions it is serving as sidings to some industrial units—not many— 
and more particularly the fact that it is very valuable from a residental stand- 
point; and I am satisfied that if the right of way department are meticulous in 
handling their equities in this belt line they will not only be able to salvage 
some of the wreck but they will be able to make some real money for the benefit 
of the Canadian National Railways. I hope that now that things are booming 
in the areas which this old original belt line transverses that your right of way 
department will take advantage of the present situation and dispose of that 
property as quickly as they possibly can to the benefit of the Canadian National 
Railways. 

Mr. VaucHan: Unfortunately we own very little property on either side 
of the right of way. : 

Mr. Harris: You own the right of way. 

Mr. VAUGHAN: Yes, we own the right of way. | 

Mr. Harris: The right of way is not in use, it is not in operation, and 
properties on either side of it are selling for very high values. Many areas could 
be built on, so sell it and make some money out of it and turn it in to the 
railway company. , 

Mr. VAUGHAN: We will get the most out of it that we can. 
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Mr. Nicuotson: In connection with this paragraph with regard to the 
post war period on page 14— 


Mr. JAckmMAN: There were some questions which Mr. Harris asked about 
other companies in the United States—about the New England Elevator. 


Mr. Vauguan: I think Mr. Cooper said the practice had been exactly the 
same in all cases. 


Mr. Harris: Before we are through could we get an answer to the matter 
of the New England Elevator Company and the Portland Elevator Company 
and the Cincinnati matter? 


Mr. VaucHan: Yes, we will give you a report on rie 


Mr. Coorer: The two elevator companies owned elevators in Portland, 
Maine, which, of course, is served by the Atlantic and St. Lawrence Railroad 
Company. When we had acquired ownership and control of the Atlantic and St. 
Lawrence corporation, in order to consolidate the various corporate entities 
we caused the New England Elevator Company and the Portland Elevator 
Company to sell their assets to the Atlantic and St. Lawrence at the amount at 
which the properties stood on their books. It is entirely a matter of consolidat- 
ing three separate companies into one company, the Atlantic and St. Lawrence 
Railway, with the idea that our whole interest on the line from Island Pond 
+o Portland shall be in the name of the one corporation. 


Mr. Harris: Perhaps we should have a short statement on the Irondale, 


= 


Bancroft and Ottawa situation. What number does that bear? | 

Mr. Coopsr: It has disappeared now, Mr. Harris. The Irondale, Bancroft 
and Ottawa Railway Company owned the railway from York River to Howland, 
Ontario, a distance of fifty-one miles. Its issued capital stock was $53,500 of 
which $53,000 was owned by the Canadian National and $500 by minority 
‘nierests. Its outstanding 5 per cent mortgage bonds of $450,000, which 
matured January 1, 1935, were all owned by the Canadian National. The 
LB. & O. was also indebted to the Canadian National for $55,725 for improve- 
ments. In order to dispose of the minority interests it was decided to sell the 
property to the Canadian National Railway Company for $505,725, sufficient to 
discharge the indebtedness of the LB. & O. to the Canadian National. Just as 
in the case of the Toronto Belt Company we transferred to the Canadian National 
the physichal assets of the Irondale, Bancroft and Ottawa Company and left 
that company without any assets so the minority shareholders have nothing 
behind their shares and they have disappeared. 

Mr. Harrts: Is there much freight originating on the IB. & O0.? 

M. Vaucuan: There is not very much. 

Mr. Harris: I thought there was some mining development up there? 

Mr. VaucHan: There was a little of lumber. 

Mr. Harris: Was there not some mining development, feldspar. 

Mr. Vaucuan: There was feldspar up there but it did not amount to very 
much. The traffic originates from small lumber mills. 

Mr. Harris: Are the black diamond mines not producing any freight? 

Mr. VaucHan: There is practically no mining up there to-day. There~is 
some feldspar comes off the Central Ontario railway with which the LB. & O. 
connects. 

Mr. Nicuotson: I was going to ask about the section on the post-war 
period. It has a rather pessimistic note in that second sentence which reads: 


It would be unsafe to predict that the present high volume of traffic 
will continue; competition will undoubtedly be accentuated. 
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Comparing that statement with some information contained in this brief to the 
Reconstruction and Re-establishment committee on page 673 I hope that. the 
plans made by the railway call for an extraordinary capital expenditure of around 
$100,000,000 a year which would provide direct employment for 15,000,000 man 
days which would work out at about work for 5,000 per year. ‘Could the 
president tell us how many you have presently engaged on war work which 
will stop at the conclusion of the war? 

Mr. VaucHan: That is very difficult to say how many are engaged in war 
work and how many engaged on ordinary work. | 

Mr. NicHouson: In your munitions program? 

Mr. Vaucuan: All I can say to you on that is that before the war we had 
about 77,000 people employed and at the present time we have got about 
101,000 people employed. 

Mr. Nicnouson: And you have about 10,000 of your employees have have 
been guaranteed their jobs when they come back? 

Mr. VauGHan: More than that, nearly double that number. 

Mr. NicHotson: 20,000. 

Mr. VaucHan: Of course, they will replace a lot of men who have beer 
taken on since if we cannot give employment to all of them. 

Mr. NicHoison: I gather from this brief as a railway you are not in a 
position to make very extensive plans with a view to guaranteeing employment 
for the million who are now in war industries and the 800,000 in the services? 
Your program is going to be determined on whether we are going to have this 
$8,000,000,000 national income or not? | 

Mr. VaucHan: I think a lot, depends on national income. We will, of 
course, have a substantial reserve put to one side for deferred maintenance and 
other things which will enable us to give employment to a substantial number 
of men. 

Mr. NicHoutson: But 5,000 a year would seem to be the maximum number? 

Mr. Jackman: 50,000. 

Mr. Nicuoison: Yes, that is right, 50,000 men, but that is on the assump- 
tion you would have only $30,000,000 in self liquidated projects and $40,000,000 
in desirable but economically marginal and $15,000,000 in desirable but not 
productive. Roughly one-third of this 50,000 would be doing useful work on 
the assumption you had an: $8,000,000,000 income? 

Mr. VaucHAan: We were asked what works the railway could undertake 
which would be useful to the railway provided funds were available, and we 
gave them the information to the best of our knowledge’ at that time. A lot 
depends, of course, upon what funds are available and where they come from. 
Undoutedly the railways are one place where substantial sums of money could 
be spent to good advantage because a railway is never finished. There is always 
something a railway can do to improve its property to enable it to reduce its 
operating expenses but which the railway might not do under normal conditions 
because they could not afford to do it. 

Mr. Rorsucx: Have you any lands still for settlement that are unused? 

Mr. VaucHan: Yes, we have quite a substantial acreage in the west. still 
available for settlement. 

Mr. Rorsuck: Have you any idea how much? 

Mr. Vaucuan: I do not think we have got it here but I can get it for you. 
I think it is 700,000 or 800,000 acres. 

Mr. Rorsucxk: That is not very much. 

Mr. VaucHAN: A very small quantity compared with what the C.P.R. have. 


Mr. Rorsucx: Is that within a reasonable distance of the railway? 
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Mr. Vaucuan: Yes, a good deal of it is. Some of it is good and more of 
it is not so good. We have a complete statement in our agriculture and land 
department of every acre of land with its distance from the railway, its charac- 
teristics, its suitability for certain classes of work. 

The Vicr-CHatrMan: Gentlemen, shall we go on with this? Page 16, 
Consolidated balance sheet. 

Mr. Vauauan: I think before we read the headings of these. The first 
item is investments, a total of $1,991,618,000. The next is sinking funds, 
$792,000. The third is deposits in lieu of mortgaged property sold, $4,576,340 ; 
deferred maintenance fund, $22,000,000; investments in affiliated companies, 
$38,000,000, other investments, $827,000; total investments of $2,059,220,000. 
The total under current assets is $129,299,000; deferred assets, a total of 
$37,361,320; unadjusted debits, $10,858,000, making a total of $2,236,740,108 
on the assets side of the balance sheet. 

On the liability side there are stocks, $4,770,000; long-term debts, $744,- 
000,000; Dominion of Canada, $554,000,000; current liabilities, $54,928,000; 
deferred liabilities, $30,288,000; unadjusted credits, $116,129,000. The next 
item is Dominion of Canada proprietor’s equity, a total of $732,295,000, a grand 
total under liabilities, equalling assets, of $2,236,740,000. The certificates of 
the comptroller and of the government. auditors, Messrs. Touche & Company, 
follow. | 

Mr. JAcKMAN: Under investments, sinking funds composed of systems 
securities at par and other assets at cost those are, I suppose, in accordance 
with certain bond indentures, are they? 

Mr. Cooper: Yes, there are two issues there, Mr. Jackman. Under the 
issue of Canadian Northern 64 per cent bonds we are required to leave on 
deposit with the trustees in New York $250,000, and they have the rght or 
duty to acquire bonds with this fund if the bonds should fall below par, but 
there is not much chance of dominion guaranteed 64 per cent bonds falling 
under par so that it is a fixed deposit with the trustees. The other item is In 
connection with the St. John and Quebec debentures. The trust deed calls for 
the payment into a sinking fund of a certain amount each year, and the amount 
in that sinking fund to-day is $542,000. 

Mr. JackMAN: And these St. John debentures are not guaranteed? 

Mr. Coorer: No, they are not guaranteed. 

Mr. Jackman: As to deferred maintenance fund was there a special item 
covering that in the operating statement? 

Mr. Cooper: Yes. In 1942 we took up by charges to operating expenses 
$12,850,000, and in 1943 $11,150,000, in the two years combined $24,000,000. 
You see the reserve on the balance sheet under the heading of unadjusted 
credits, deferred maintenance reserve, $24,000,000. At the end of the year we 
had invested $22,552,000, and’ since the turn of the year we have invested the 
remainder of the $24,000,000. 

The Vice-CHatrrmMan: Any further questions? 

Mr. Sanperson: On page 16, Mr. Chairman, current assets, special deposits, 
there is $7,538,398. What is that? 

Mr. Cooper: Those are amounts which are placed in special bank accounts 
for the purpose of paying matured interest. On the other side of the balance 
sheet under the heading of current liabilities you will find imterest matured 
unpaid, $7,279,000. Most of that, of course, falls due for payment on January 1, 
and the asset account to which the hon. member referred is the amount set 
aside to pay the interest I referred to. 


Mr. JackMaAN: You take January 1, 1944, as the maturing coupon? 
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CONSOLIDATED BALANCE SHEET 
ASSETS 
Investments: 
Road and Equipment Property......... $1,922,473,373 98 
Improvements on Leased Property...... 2,981,299 66 
Miscellaneous Physical Property........ 66,163,602 33 
$1,991,618,275 87 
Sinking Funds: 
System Securities at par J.460 0.) eee $ 437,751 80 
Other Assets Jat "Gost. Ger canoe eae 354,327 78 ; 
792,079 58 
Deposits in lieu of Mortgaged Property Sold: 
System ‘Securities ‘at par. Oe wore vel. $ 1,966,500 00 
Other sA’esets. at. ‘costa Wea eis Cake 2,609,845 78 
4,576,345 78 
Deferred’ ‘Maintenance (Mundersy, scans ies kee cieiatelene 22,552,000 00 
Investments: in} Affiliated ‘Companies i420 si os oc ee teens 38,855,047 36 
Other Investments: 
System Securitres, abt par. crock see utes $ 211,000 00 
Other! Assets tahicost ecu alkene alates 616,053 86 827,053 86 
—_—_—___—_—___—— $2,059,220,802 45 
Current Assets: 
Chasse gee oe at ate xk W's, bee eG UR te eh ties ee gts Moa atin sym nee daca $ 15,391,404 37 
Special! Deposits eee fi Ko sas. oss wogeeds Seas ohn ce eee mes Mane ace Etec 7,538,398 33 
Net Balances Receivable from Agents and Conductors.... 17,498,419 75 
Miscellaneous Accounts Receivable ............ceeceeees 20,117,599 08 
Material and? Supplies ie goleeae ate sie cathe ar, tu eae aerate 53,963,978 15 
Interest ).and:Dividends) Reeeivable witcw ik eit wees eu 454,876 60 
Rents Receivable: ey prnnd coc okie iis Wake eee ar ietaais nats ateronmee 321,379 70 
Other.:'Current< (Assets eo. us ch bat eon eiece eaaiece tacts Mic aaa lgoes 14,013,862 48 
129,299,918 46 
Deferred Assets: 
Working) Hundi7 A dvancep ys 2 CTI cite waeilane ale clive, gered ss $ 250,097 49 
Insurance Fund: 
System! Securities atv ipars paoccuea es $ 10,613,062 06 
Other Assets. sats Cost ti dae e nig esatenon ete 1,616,474 35 
12,229,536 41 
Pension Contract: sA Wnt) tues cee lala Pia ee ane etn on mae ante n 21,088,000 00 
Other’ Deferred yA aseta ys Swid xis cotatelete ceretene is eee ne aie 3,793,686 47 : 
37,361,320 37 
Unadjusted Debits: 
Renta: paidvin) Advances aiwr nue e- eee k cata tee elaine eerteaeae $ 162,052 40 
Discount onc undeéd ten telson jn lltystes occa ete eae 7,822,564 95 
Other ‘Unadjusted (Debits w see ay in ah ee 2,873,449 81 


10,858,067 16 
$2,236,740,108 44 
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AT 3lst DECEMBER, 1943 


LIABILITIES 
Stocks: 
Capital Stocks of Subsidiary Companies held by Pu lice ch eb a erate hare) 9,450 $ 4,770,140 00 
Long Term Debt: 
Funded Debt Unmatured: ? 
Plelee ye liGs css ascot Lens oye agate = + 9 ween s Nina arar ate n Se seme d's $ 731,004,158 74 
Held in Special Funds........-- Pid Bye Wel gM ereee ila varlbbgr als 13,228,313 86 


744,232,472 60 


Dominion of Canada (Accounts treated as assets in Public Accounts of Canada): 


OAV SMe eer ts dan sienv longest cyanea gnats ut SRS $ 537,323,765 07 
Canadian Government Railways—Working Capitalenienvess 16,771,980 54 


554,095,745 61 


Current Liabilities: 


Traffic and Car-Service Balances—Credits2) oye. re se es $ 11,319,878 86 
Audited Accounts and Wages Payable......---++++++++-> 13,445,282 04 
Miscellaneous Accounts Payable ........-++seeeeeeecerces 5,093,371 32 
Interest Matured Unpaid ..........eeeeeceecsereceeccees 7,279,233 38 
Unmatured Interest Accrued ......se secre reece ceecceee 6,480,976 02 
Unmatured Rents Accrued ......... ee eee re eerc re res resets 204,178 12 
NGO PAK s LADTLIGY Migs o/c x esas elore ls gies cle walealy w/a ee eae oe 4,261,958 82 
Other Current Liabilities .........-e eee e eee eee eee tees 6,843,540 51 


— 54,928,419 07 


Deferred Liabilities: 


Pension Contract Reserve ........ceeeecsee cece esrerssees $ 21,607,000 00 
Other Deferred Liabilities .........2ee eee ee reese eececees 8,681,332 64 
Leen EE 30,288,332 64 


Unadjusted Credits: 


ABU TATICOS FUESELVE ors e's crereiein gs = sete le ais biaisy wie se ale a/eee se 8s $ 12,229,536 41 
Accrued Depreciation—Canadian Lines—Equipment only.. 39,327,563 21 
Accrued Depreciation—U.S. Lines—Road and Equipment.. 19,061,696 72 
Deferred Maintenance Reserve .-..---seseeeeecrrrcrseccee 24,000,000 00 
EVA TRESEEVEAT Surely tics coh evciolp Waren binletaranal evel sa't)livis ie) “isioet 7,653,648 36 
Other Unadjusted Credits ......---sseeeeeeeterercecetes 13,857,119 27 © 


————____— 116,129,563 97 


Dominion of Canada—Proprietor’s Equity—(See Note) 
Represented by:— 
1,000,000 shares of no par value capital stock of Canadian 


National Railway Company ..-.---+-+-seseercectte: $ 18,000,000 00 
5,000,000 shares of no par value capital stock of The Cana- 

dian National Railways Securities ras biree sa oot 336,680,462 71 
Capital Expenditures by Dominion of Canada on Cana- 

dian Government Railways ....---ss-s+sstesetcrece 377,614,971 84 


Els CLALIT NE yee BE 


Contingent Liabilities: 
Major contingent liabilities, as shown on statement attached. 


$2,236,740,108 44 


Note.—The Proprietor’s Equity is included in the net debt of Canada and is disclosed 
in the historical record of Government assistance to railways as shown in the Public Accounts 
of Canada in accordance with The Canadian National Railways Capital Revision Act, 1937. 


T. H. COOPER, 
Comptroller. 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the companies comprising the Canadian 
National Railway System for the year ended the 3lst December, 1943, and subject to our 
report to Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet 
is properly drawn up 80 as to exhibit a true and correct view of the affairs of the System 
as at the 3lst December, 1943, and that the relative Income Account for. the year ended 


the 3lst December, 1943, is correctly stated. 


GEORGE ‘A. TOUCHE & CO., 
10th March, 1944. Chartered Accountants. 
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Mr. Coorrr: Yes. 
Mr. JAckMAN: Under deferred assets, insurance fund, other assets at cost, 


you have $1,616,474. I think you said last year there were municipal or pro- — 


vincial bonds in that fund. Is that it? 


Mr. Coorer: They are government, provincial, and I think there are a few 
municipal bonds in that. | 


Mr. Jackman: It is not your. policy now. to buy anything but government 
or government guaranteed bonds for this fund? 


(Mr. Cooper: We are not restricted but at the present time I think the 
only thing we are buying is victory bonds, but we have bought railway bonds, 
as you see. Railway securities are in at cost to the extent of $10,000,000. We 
have bought in our own securities where the market price has been favourable. 


The Vice CHatrman: Are there any further questions? Then shall we £0 
on to the next'sheet, Dominion of Canada—proprietors’ equity account? 


DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT 


Balance at Transactions Balance at 
3lst Dec., 1942 in 1943 3lst Dec., 1943 
Capital Stock of Canadian National 
Batlwayi)Compangyicnde vw dears sce uiiee $ 18,000,000 00 $ 18,000,000 00 
Capital Stock of The Canadian National 
Railways Securities Trust.............. 298,842,882 17 — 
Transactions of the Canadian National 
Railway System during the year 
1943;:— 
Surplus earnings per the Con- 
solidated Income Account...... $ 35,639,412 23 


BECULICIER, Cue cle Coan no 2,430,284 25 
Capital Loss on abandonment of 
Regina freight line cut-off...... 232,115 94 


$ 37,837,580 54 336,680,462 71 


Capital Expenditures by Dominion of 
anada on Canadian Government Rail- 


WAY RI isis Siete ib ates ei lie) mae gies Wout Mer 377,885,131 95 
Transfers of property to government 
departments at original cost........ S 270,160 11 377,614,971 84 


$694,728,014 12 $ 37,567,420 43 $732,295,434 55 


Mr. VaucHan: Referring to the liability side of the balance sheet, on the 
previous page, it shows a balance at the 31st of December, 1942, of $694,728,- 
014.12; transactions during the year, $37,567,420.43; with the total at the end 
of the year, 31st December, 1943, at $732,295 434.55. 


The Vicr-Cuarrman: Are there any questions? If not, shall we go on to. 


the next, operating revenues? 


Mr. Jackman: Is there anything to explain about this proprietor’s equity 
account, in the last item, “transfers of property to government departments 
at original cost, $270,160.11 in 1943”? : 

Mr. Coopmr: From time to time property which was under the control of 
the Department of Railways is transferred to the Department of Public Works 
or some other government department, and the amount at which it is carried is 
transferred. In 1943, for instance, there was a wharf at Mulgrave transferred 
from the railway account to the Department of Public Works. If was in the 
railway account at $20,190. I can give you the items, if you like. 


things? 


Mr. Jackman: The government always gives the original cost on these 


a 


aw oe Se 
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Mr. Coorrr: They are not really giving them to us. It is simply that in 
public accounts you have certain divisions of the assets. Some are under the 
heading of public works. For-instance, post offices, I suppose, are under public 
works. The Canadian government railway is under the Department of Railways. 
If public works required a piece of property which is under the control of rail- 
ways, a transfer has to be made in the public accounts. Public accounts reflect 
the railways and canals investment and we have to make a corresponding transfer 
to the one which is made in public accounts. It is simply a transfer of a piece 
of government property from one department of government to the other 
department of government at its original cost. 

Mr. Rorsuck: I think John Inglis took over a certain amount of railway 
property, as you will remember. 

Mr. Cooper: We do not transfer from the railway to outside interests. 

Mr. Rorsuck: But this is a government company. 

Mr. Cooprr: I do not know about John Inglis. We only deal with transfers 
from one department of government to another department of government. 

Mr. Vaucuan: This refers to the old Canadian Government Railways which 
are vested in the crown. 

Mr. Rorsuck: Oh, yes. 

Mr. Coorrr: Is it not clear? 

Mr. JAcKMAN: You mean with respect only to the railways in the system? 

Mr. VaucHAN: I am talking about the old Intercolonial Railway. It is still 
a crown company although it is included for operating purposes with the Cana- 
dian National Railways. 

Mr. JAckKMAN: With regard to the case Mr. Roebuck mentioned, the John 
Inglis plant, which was making Bren machine guns, it is built on, I suppose, a 
C.N.R. siding and there the property is, I presume, acquired by the crown, the 
Department of Munitions and Supply or some other department. Do you sell 
that property from the system to a department of government? 

Mr. Cooper: Which is that department? 

Mr. Jackman: I do not see it here, but Mr. Roebuck mentioned it. 

Mr. Rorsuck: It just struck my mind. 

Mr. Cooper: There would not be any Canadian Government Railways 
property in Toronto. The Canadian Government Railways never ran into 
Toronto. | 

Mr. VaucHan: That would be the old Grand Trunk. 

Mr. JAcCKMAN: It is in the system. 

Mr. Coorrr: If the Grand Trunk sold property, or the Canadian National 
Railways, we would reduce our investment account. 

Mr. JacKMAN: You charge it off at the price you charge the outsider? 

Mr. Coopmr: Yes. 

Mr. VAucHAN: We would get the market price. 

Hon. Mr. Micuaup: Do you want the details of these transfers? There is 
the Mulgrave wharf transferred to the Department of Public Works, $20,000; 
North Sydney, another wharf transferred to the Department of Public Works, 
$195,000; Alberton, Prince Edward Island, another wharf transferred to the 
Department of Public Works, $10,000; Saint John, New Brunswick, a wharf 
transferred to the Department of National Defence, $44,000; and Pictou, Nova 
Scotia, land transferred to the Department of Munitions and Supply, $148. 
There is no cash transaction. It is just property owned by the old Canadian | 
Government Railways or the Old Intercolonial Railway, and those properties are 
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transferred to the Department of Public Works because they have to look after 
the upkeep of these properties, and it is their responsibility to keep them up. So 


that is why they have been transferred. 


Mr. JAcKMAN: I notice under operating revenues, on page 19 — 


The Vicr CuarrMAN: Shall we go on to operating revenues? Are there 


any questions on operating revenues? 


OPERATING REVENUES 


1943 1942 
Wei RG eae iis ooh 2 eee br eteieoety nie Sen ener meele eters ale eae Lele $320,758,860 87 $284,427,334 25 
Maritime Rates “Redwetron is oi... : cal oe Sites wie weirs 4,140,862 77 4,034,861 04 
PASSON GOL \hcrsracs olone nbs: 8l Sie ecole mpg eles) a erie nya olay ive ate ce lege et ke 66,891,033 94 48,297,257 89 
Bee aOR). oie cialis cpchle cafe peste een aie) ele au ierclim & ntarare ecsleuaetn 130,045 98 117,175 53 
Sleepitig. Gar oy sii 0h siete ae eine seine w ele nate metre ote natta Ra sce 4,177,870 17 2,952,807 96 
Partoré and -Ghair’ Cari oes ssh se cet bie es pee ea ale eee 217,126 00 285,926 35 
HAV) Osi Mg aaah e UN oor CRIA AGRA LAN A Tra rk 4a NR agro tS pc 4,047,893 92 3,967,352 40 
Railway Express Agency....... Neds odes donen diate Rg tole 630,036 91 492,511 29 
TERA TBS ENT, ado eal ante bok oS Wee sey allele LOIS Rare hae 16,860,746 10 13,010,214 49 
Other 1 Passenger Drawn’ sitio wigeg kis +l ats isle ites e Been penile mas 14,079 88 15,947 45 
Yad et cS RS AT is a FC SRI IR Ura el Ey a 432,293 55 327,131 84 
SAAT) CRG CU am trcte re sien tag ge PUM ay ae IMPA Mliele Oe OLAS Si Se 3,092,258 36 2,884,872 48 
Water): Transre ns yc coated cieicinesel ator piahe le ee ae a 137,498 71 Lssotieee 
Dining and Butet a hos views tcl ton nan ieee unoeys telopereds 4,711,769 37 3,133,256 51 
Restatir ati ts i Sai tee te eae eitic ior te ek rent oan he Cea lieet 131,986 46 22,612 05 
Station, Train and Boat. Privileges........:........ 432,043 30 298,421 28 
Parcel ROO, Or uo ee ee hehe! ond be Sua tenae e cs chee On Mn aetons 149,151 84 89,558 56 
Storage PB reie nt ewig Wistar eure tage fate tate shat oa cual ei i 97,879 32 12334387422 
Storage+—Page dae i ee lea weyers liete ar wigs a: Wal oe aenieh = 80,652 28 48,872 07 
Demurrace aren. SU UNUM TWA Me ited tude ets al clade ae telstra Perec 2,442,762 99 LUTZ 4021S 
Lelegraph “Commissions (US) )1s cai. suk scat ee ia eae 14,096 83 5162 10 
Teleeraph—Commercial ». 2.0 s.c)e5' Sale oieie's ois loiie pn o\> poh 7,089,378 82 5,910,065 10. 
Grain /Miewator to ue a UC ae Nt ant ieee See ae ite 530,487 67 528,267 38 
Rents of Buildings and Other Property............. 633,436 54 566,689 71 
Miscellaneous Oo ee ie NN HE OT Mie LE ar aN an pale 2,162,239 27 Pe TDajo20 ete 
Joint cP actlity-—Credie wie. ie aan eat ete winteesaie 713,175 05 570,939 88 
Joint! Macility——Debit wh csi o's idle sc elas preyeeae te minke siiore 103,712 32 122,881 57 


» 


$440,615,954 58 $375,654,543 40 


Mr. Jackman: I do not want you to slow me up, Mr. Chairman. The mail 
is away up from $3,967,352.40 to $4,047,893.92. In view of the fact that you are 
probably handling a great deal more mail, does your contract with the post 
office not entitle you to a bigger share of the postage? 


Mr. Vaucuan: These are actual figures, Mr. Jackman. But there is no 
doubt that Trans-Canada Air Lines have taken some of the mail away. 


Mr. NicHoutson: You cannot get it both ways. 
Mr. Watton: The railway handling was not very much up in 1943 over 


_VaucHaANn: There was very little difference in the railway mail handling. 
Mr. JacKmAN: Is that so? 
Mr. VAUGHAN: Yes: 
Mr. JacKMAN: Is that due to any peculiarity in the contract? 
Mr. Watton: No. It represents volume. 
Mr. Nicuotson: I notice that sleeping car revenue is up about 40 per cent. 
Have you the figures available for the years prior to 1942? 
Mr. Rorsuck: Parlor and chair car revenue is away down.. 
Mr. Nicuotson: They have taken off most of those. 
Hon. Mr. Micuaup: The people sleep now instead of sitting up. 


Mr. NicHotson: Do you make money on your sleeping car operation? 
Have you that information available? 
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Mr. Vaucuan: It all depends on how you calculate it. We show that we 
make money on our sleeping cars. I think we do. It depends to what extent you 
charge interest on cost, depreciation, ete. 


Mr. NICHOLSON: Could you build sleeping car equipment, run standard 
sleeping car trains and make money at present rates? 


Mr. Vaucuan: I suppose if the cars were filled we could. 

Mr. Nicuoison: If you had 50 per cent occupancy? 

Mr. VaucHan: Well, I would doubt it.. You will see on page 19 that the 
revenue from sleeping car operations in the year was $4.177,870.17. On page 21, 
under transportation, you will see that the cost of operating those sleeping cars 
was $1,762,137.90. That, I may say, does not include the cost of repairing cars 
which is all charged to repairs to cars. So that I say it is difficult to calculate. 

Mr. Nicuotson: Does that include the hauling of them? 

Mr. VaueHan: Oh, no. 

Mr. Nicuotson: That should be a cost, should it not? 

Mr. VaucHan: That comes into our passenger revenue. 

Mr. Watton: It is pretty hard to segregate the hauling of all the different 
classes of cars. 

Mr. VaucHan: Yes. The thing must be taken as a whole. 


Mr. Nicuotson: How do your rates compare with the American rates? 
It seems to me they are lower here, are they not? 


Mr. VaucHan: On transcontinental lines they are approximately the same. 
I think there is little difference between the American rates and ours. 

Mr. Nicuotson: You have not those figures available? 

Mr. VaucHan: No. I have not those figures available. 

Mr. Nicuotson: It seems to me the minimum sleeping car fare over there 
is a good deal higher than it is here. 

Mr. Vaucuan: In connection with the question you asked Mr. Nicholson, 
about what our figures were for sleeping car earnings for previous years. In 
1940 the sleeping car earnings were $1,315,000; in 1941 the figure was $1,952,000; 
in 1942 it was $2,952,000 and in 1943, $4,177,000. 


Mr. Nicuotson: It has gone up over a million a year, apparently. 
Mr. VAUGHAN: Yes. 

The Vice Cuarrman: Are there any other questions? 

Mr. Jackman: Under operating expenses? 

The Vick CHAIRMAN: Yes. 


OPERATING EXPENSES 


Maintenance of Way and Structures 


’ 1943 1942 
Sperintend ence’ tu). /are chain steal ohh sre aoa servi omits at $ 3,400,526 42 $ 3,347,753 82 
Roadway Maintenance .....-...ceeeeee eres eter terres 6,976,895 50 6,304,724 89 
Mannelarand) QUO WAYS o :'+lsielsieis ce elsirie sine M\aa ee cole angst Ae 50,985 29 LOV28h 33 
Bridges, Trestles and Cian] Oat GMA Witanelic cs ain onan spetoneucetn 1,838,391 52 2,386,493 81 
TATE cana CA Acne te bal ars ra hy ie atmo owe idrole a laatiol ofa s ene) 4144 978 sti rita 6,190,555 28 5,214,706 04 
ARTIS eee euete cil a tons ER ao Gieu ag Meyers = pssie lea) 9, Oly se casi seis 3,237,902 31 2,944,779 24 
Other Track Material .......-... esses ere eer teeccees 2,774,329 90 2,365,972 61 
Pes TTS Eras ee ested ecctene 9 a eaeraea nla ese aleve ayel ot Soa ie) gua 1,437,333 74 1,204,389 97 
Track Laying and Surfacing ...-..----seesereeterees 15,801,141 43 14,117,355 58 
Fences, Snowsheds and Signs ....-----+++eerseeecccees 467,317 50 496,884 09 
Station and Office Buildings. .....-.+++++sseeerrtcess 2,201,496 33 91233, 215005 
Roadway Buildings sia Ga geela ns pgs cisled ds ba sgtieiseuts 288,416 79 259,663 68 
Aiat OE I bALIODG ihe ete tiie hole le oe Sane 9 se keane a 488,874 36 593,114 87 
Tele SEA CLOUS | lores iar aiarenbtey tale ee-elo.n BUR y vers gore eh 4S Hui at 258,153 91 276,061 74 
Shops and Enginehouses .....--.+++ssssresecttrectsss 451,188 58 2,873,778 68 
(iPad hin ley AGO leon eee ae a asecshale 2 Ral ga eect ge eugth a ee aie eh 44,037 08 350,094 03 
Wharves and “Docks, <% ues oeiece sce es + sie s ur eale ony 249,368 66 214,376 03 
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OPERATING EXPENSES (Continued) 


Maintenance of Way and Structures—Conc. 1943 1942 
Coal, ahd SOreyWiharves.to. oh estes 7 sy EON $ 33 16 $ 8,081 38 
‘Telegraph ands elephone. dames aa ee vile Silane eee 970,338 59 912,553 50 
Telegraph+s>/Commereial’) 6. 0.2) Skee whch s + a ane 998,103 66 871,689 15 
Signals ‘and “interlockers i: ee Wee ee arse ba Sten Og 996,918 24 838,901 73 
Power Plante eee Sh aka ane Non a) a ae 8,023 77 7,859 51 
Power Transmission Systeme. youee. iiee. Caine Sane 110,319 74 92,022 70 
Miscellaneous Structures: (ian rte dee sea ne 2,884 36 1,667 78 
Road Property—Depreciation—U.S. Lines .......... 763,317 87 PSL LOL 
Road’ :Property-~—Retirements Wc. 58 oe a hee 2:236,928 abe Mabe Gar ae kL 
Deterred: Main tenance) 24) fa el ewes Preah ae 8,150.000 00 4,350,000 00 
Roadwayy Whee hires ior i ieety cia ad Gales Lea ee Sh aN ie ee 467,957 41 422,025 55 
Dismantling Retired Road Property .............. PLT 198. Soha eA ond ee Nae 
Amortization of) Defence! Projects)... 4 Jo. kul as Hela s We OOD, O00. 84 1,002,696 17 
Small Pools: and Supplicg: Sen oye se wi Ma 777,648 28 727,166 58 
Removing, Snow, ice, and Sande tue ee ae oe 3,758,971 39 2,220,020 47 
Public Improvements—Maintenance .............- cy 293,874 98 270,057 48 
Injuries (to (Persone i. ya Ga ea Uae Men ai 515,272 59 448,736 51 
PASUT ENCE APS Ne Pee ee ee Senin cen adi ah aaa Den 20,017 20 21,794 90 
Stationary and’ /Priting yy) sages yi ONG Rona Gln 59,994 41 62,537 71 
Other; Hxpensea (es ie hone Grn AM Uy ATO a a a 37,349 52 47,634 22 
Maintaining Joint Tracks, Yards, etc—Debit........ 838,314 80 656,193 83 
Maintaining Joint Tracks, Yards, ete—Credit ....... 1,570,372 58 1,242,433 63 
High byt Way Hixpeused) ee cle cal in onaren aon ty 51,366 39 46,746 79 
Protective "Servides |i atau) chin le uu) uu eatin 497,466 00 683,122 47 


$ 67,308,429 46 $ 57,656,537 63 


Superintendenced ya Vise e yon ee ena Sn AE $ 1,380,610 64 $ 1,443,653 13 
Shop Machinery sibel ie rorats Pauly pg: VME EET RD RC Be 1,405,443 40 1,974,094 97 
Power Plant« Machinery wis) fom. Le) WS ae ila) 65,296 35 172,242 68 
Machinery Retirementsd- cade we ao ae 280,173 62 


UGs Lines sacuabindy jai, 64,968 69 
Dismantling Retired Machinery sce ai Rud ee BNE ae 6,017 31 


Steam Locomotives—Repainsy (ui) i ye nn 20,520,105 61 19,021,873 12 
Other Locomotives—Repairs ......00).00..0.% peta 187,668 43 157,163 82 
Freight-Train Cars—Repairs yeaa HS aL MPRA oe LLL the 14,406,357 85 13,964,564 74 
Passenger-Train Vars--Repairey ie) Sue) and) oan 7,960,260 28 6,732,699 30 
Floating Equipment—Repairs ..................... 400,698 33 262,588 03 
Work Equipment—Repairs TAA ella ier a A tat ata EOE PR A ee 1,873,455 01 1,659,361 17 
Express); Hquipnient-Repaira jade aici. co yaaa 144,423 02 151,491 52 
Miscellaneous HKquipment—Repairs ................. 116,630 53 105,531 O01 
Miscellaneous EHquipment—Retirements ............. 2,719 28 

Dismantling Retired Equipment.................... 64.536 76 56,075 67 
Equipment—Depreciation pie Hace te RSC Sh OULU a eer of RU Ey ERR 19,829,613 32 16,974,945 14 
Express Equipment—Depreciation................. 156,206 50 

{ajuries' toyaPersone: Mase eet the cue Nn ae 433,855 00 325,834 64 
TABU GEGEN Se L0e We ual at Galindo ee lapses or a oat ea sy a 19,028 25 20,143 79 
Stationery Cand vPrintiing ty ue eu ny, eens Chane ye li 47,004 37 49,239 06 
Other Biepenseay ie Livan Ga cree ca Wes ann i Mana 11,949 .24 14.690 68 
Joint Maintenance of Equipment—Debit........... 207,565 49 162,569 35 
Joint. Maintenance of Mavipments Oreditin. 2 vita oe 218,056 55 208,272 27 
Deferred Maintenance—Equipment ........./...... 3,000,000 00 . 8,500,000 00 


$ 72,366,530 73 $ 71,540,489 55 


Mr. JACKMAN: Under the item of shops and enginchouses about ten or twelve 
lines down, the figure in 1942 was $2.873,778.68 and in 1943 it was $451,188.58. 
There is a very big decrease there. There must be some explanation. 

Mr. VaucHan: There is a reason for that. 


Mr. Cooprr: I think that is somewhat of an accounting matter, Mr. Jack- 
man. In 1942 we expected to retire the car shops at Montreal and we charged 
into our expenses $940,000 on that account. In 1943 we made a survey; we sent 
the engineer out to check the actual retirements, and he reported that it was in 
the neighbourhood of $600,000. What we did then was to cancel in 1943 the 
entry which we had made in 1942, so that in 1942 you had a debit of $940,000 — 
in this account—that is the Point St. Charles shop—and in 1943 you have a 
credit of $940,000. Now the new charge of $600,000, because of the change in 
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the I.C.C. accounting regulations with respect to charges for property retired, 
was charged to account, “ road property—retirements, $2,286,928 .41.” That is 
the story. 

Mr. Jackman: That takes it up? 

Mr. Cooper: Yes. 


- Mr. Hanson (Skeena): With regard to grain elevators, the figure in 1942 
was $350,094.03, and in 1943 it is $44,037.08, for operating expenses. That is a 
big drop. I should like to have an explanation of that. 

Mr. Coorrr: I did not quite catch that. 

Mr. JAcKmMan: There is an item for grain elevators, $350,000 in 1942 and 
$44,000 in 1943, 

Hon. Mr. Micuaup: It is in connection with grain elevators, the item about 
the middle of page 19. 

Mr. Cooprr: In 1942—-and it was discussed here last year—we wrote off the 
Portland elevator. We charged into our account there $309,000 in 1942 for the 
retirement of the Portland elevator. There is no corresponding charge this year. 


Mr, NicHotson: You have taken off quite a number of the parlor and chair 


cars. Have they been converted into passenger cars or what have you done 
with them? 


Mr. Vaucuan: To a large extent they have been converted into other types 
of cars. 

The Vicr-Cuairman: Are there any other questions on this page? Shall 
we turn over to the next? 


Mr. Rorsucx: What is the meaning of “road property—retirements”? There 
is nothing at all shown in 1942, and in 1948 there is $2,286,928.41. Then there is 
“deferred maintenance” right below that where the amount is doubled. There. 
must be a story ‘there. 


Mr. Cooper: In 1943 there was a change in the accounting regulations of 
the Interstate Commerce Commission, Previously losses in connection with 
property retired and replaced were charged to the general maintenance accounts. 
But in 1943 the commission asked us to put them all into one account, and we 
created a new account into which all items of this nature are charged. That is 
the explanation. 
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Traffic— 
DUP INCeTICLeT CG Na! AU uti vip uan tanya ue IC EAA $ 1,972,998 40 $ 1,890,285 07 
CUTSTAS HA CETICTOR cs a hater Colman eee OU MMA Nea al he 2,624,847 08 2,470,681 25 
Vata ASANTE bMS rat is MEN SEPIA Ae CTR AIM 8, MMA ORR TN acy 381,445 84 361,231. 53 
sate MASSE] atone: We ie eaters aatino lates, Seto tie Wicte a ates 105,822 89 107,300 71 
Sbaclomery ands Pristine tie sek eile era) RMN Ne Can Ha a, 291,048 74 292,186 41 
Othemi menses Vai Ui Orbe ie ned rahe a Pk cor eh arate LEAL 615 69 
 CoWSa nicking WMO 820 hats hE PROP RANG) es UMD DP RMR A EO LMC AT ic 95,089 70 87,558 02 
Colonization, Agriculture and Natural Resources..... 175,810 04 182,477 97 
$ 5,647,080 21 $ 5,392,336 65 
Transportation— 
PUPATIMEON CONCERN C ele tGhu we mornin uitin Uae MLA ye) CRN UIL A Glu $ 3,510,848 32 ole LLcoe 
DISD ARC I AS ata MAS gta te Me Melee, mca, Aue iN ty UL an 2,034,611. 77 1,887,968 29 
OA HG h eo ehoad chicago) k his c= RaamNe Ath PREM Pa cea Ny ASMP a Er aA IEC 21,028,176 95 ‘19,057,298 39 . 
Weighing, Inspection, and Demurrage Bureaus...... 90,708 24 90.211 44 
Station: Supplies’ and Hxpensesw sve. oe Te 1,600,008 13 1,488,617 O01 
Wardmasters ancy ara Olerksew oles Ui Neen a we ve 4,141,427 14 3,519,878 51 
Vary Conductors and Bralsemen i ji oa eae 7,869,756 38 7,084,554 33 
Yard Switch and Signal Tenders....... BT ELD settehet MOA 789,635 34 689,892 34 
GT Ce TEP ETVCTILOTY Ania su) sedi gs On Dia Ki svea tol ae alelMalatee ae Ghats: Whales 5,145,431 14 4,660,449 24 
BY, AE VL OGOTTINGTE Sg arny mle eles oh ol Walls Goycivy ssl2. ty vote) oP a WR a 430,985 09 352,325 02 
WiC DING | NUChO lay We cua dc ctamtowiecaeece Sante’ Pe eae 6,297,106 30 5,164,506 94 
Vard. Switching Power Produced))..) (03363 von Pu ee 9,632 05 9,628 33 


Yard Switching Power Purchased..............++4. 101,380 03 72,949 02 
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OPERATING EXPENSES (Concluded) 


Transporation—Conc. 


Water for Yard Locomotives. .......+.eseeeeeeecee $ 198,213 39 $ 183,882 53 
Lubricants for Yard Locomotives.........-..+++++5- 80,672 60 (5,230.0) 
Other Supplies for Yard Locomotives..........-+-+-- 49,464 72 AD A221 2% 
Enginehouse Expenses—Yard ......eee eee cece neces 1,771,962 44 1,470,367 98 
Yard Supplies and Hxpenses.......--..e seer ee ees 166,628 40 156,618 84 


Operating Joint Yards and Terminals—Debit........ 
Operating Joint Yards and Terminals—Credit....... 


Train Enginemen 


win’ ele leue potie, 6s) i0 te PSup La] ol/eiis) 6 Srey eke) © ole eee 9 Rae 


1,558,270 73 
1,965,670 87 
14,612,370 91 


1,354,427 58 
1,873,925 67 
13,456,416 11 


Train» MOtormen® . sc cicles bie bile +s biprere moore witle oe eon ple 114,602 84 112,922 87 
PATE MULE] W Codsnel wet sc Mecuunnta sale lelis er ehadaye a leabhe Areal ene ln pont 83,44 73645 (27 27,712,029 98 
Train Power Produced. ........-eseee cence eeecere 17,916 08 12,360 89 
Train Power Purchased..........-deeec cee re rer cees 58,537 43 38,202 57 
Water for Train Locomotives........seeeeeee ee rees 1,279,597 99 1,183,171 34 
Lubricants for Train Locomotives......-..+++e+++++ 540,069 96 483,470 42 
Other Supplies for Train Locomotives.........++-+: 284,984 01 235,993 03 


Enginehouse Expenses—Train 
Traian en 63 ole suite we ise Bfone 
Train Supplies and Expenses 


easn) oye 46.01) © Olen UP: OKO 0! (OAS or ie)ce ie, 


pi. 6s: fae Hele @ LPG ey Orth) Orel e mene Gorey Le nein, 


Sila! oe: Se) bre heN@ else!) oe lio% O06) .6)76)6! 8 arlene 


5,152,917 65 
16,250,269 83 
9,839,359 66 


4,394,091 64 
14,941,560 21 
8,063,339 47 


Operating Sleeping Cars......+..eeee cree eee e cere: L76207 290 1,495,983 62 
Signal and Interlocker Operatwor sy Gaesie sakes (ort ole 519,634 20 471,830 46 
Crossing Protection ......-... eee tenet eee ne seee 764,211 (32 711,091 44 
Drawbridge Operation ......--.e essere eerste eters L282 119,177 70 
Telegraph and Telephone Operation sis ess > ols eae 389,983 62 357,470 56 


Telegraph—Commercial 
Operating Floating Equipment 
FUXDYORS inci. Net alt ais cue ea 


a ehlell © lp) edb thy oe j0te | 0) (01.0 Vo terete (Ou me sR. S 1S see 


ip Neh 0 lela eS: @ 50) 0) R6ife Ve retce Gee ee fe) 2) 818/979, 


4,721,131 28 
1,152,710 36 
7,742,672 35 


4,442,485 42 
1,025,644 50 
6,498,139 59 


Stationery and Printing .......--sceee seen rece eees 650,390 99 597,244 11 
Other! Hixpenses hii) [lei els bis oe se nie ae eo ereley cies meant 1,139,639 79 1,000,282 34 
Operating Joint Tracks and Facilities—Debit...... 743,402 61 719,103 42 
Operating Joint Tracks and Facilities—Credit...... 492,321 983 478,661 78 
Tnsurance vii pha is ae, oy eek lem miele leben see me pany Fae 11,645 86 11,656 56 
Clearing!"Wreeks ii.(!)) (029% poet's teem trier CY ye aes 556,223 80 384,231 96 
Damage to Property......-.00e cesses eee nee mee ens 68,201 67 80,822 68 
Damage to Live Stock on Right-of-Way.......--+:: 76,953 33 56,388 15. 
Loss and Damage—Freight........--+seeee rere cers 1,412,664 81 1,001,152 72 
Loss and Damage—Baggage......-+seeeeeeeeeereces 13,682 08 7,987 02 
Injuries to Persons......-.6 cet eesese cere cece tees 1,615,246 55 1,466,962 68 

$159,477,448 33 $139,607,558 82 

Miscellaneous— 

Dining and Buffet CS TENT LS sais Sn ls ie oor cheatal Sab eb naseea neice ta $ 4,897,656 95 $ 3,746,868 66 
Restaurants. ciciie om /ale otters otis, manriauel oe a-rsoie ers iolininyo neo 138,501 21 21,924 36: 
Crain) Blevators i. anus « sizis) sielere np erutane' + Bye olen ceme leat 305,397 73 196,159 47 
Other Miscellaneous Operators. ......--eeeeeeercees 38,860 86 37,900 12 

$ 5,380,416 75 $ 4,002,852 61 

General— 

Salaries and Expenses of General Omcers ssc va eae $ 473,179 16 $ 464,452 27 
Salaries and Expenses of Clerks and Attendants.... 5,607,560 78 4,419,955 96. 
General Office Supplies and HExpenses......----+++++ ~ 292,898 58 263,866 64 
Tia (Expenses Coscia Wale Miya Nis tatin ss sale etees pater vais sieie 339,984 73 344,478 99 
Relief Department HExpenses....-.+-+--eeeeereeeres 27,500 00 27,500 00 
PBI MS Oe ik hE ele Heelies) «sale eel, sal Sya zm rears Wael ean 9] eiae 7,083,929 75 4,859,896 18 
Stationery and Printing.......-.-+eeeseeeceercreee 203,924 51 162,232 43 
Waluation ExpenseS ....--.eceesseer sec eecsecseecs Ves avo 12 251156 
Other” Expenses J. 2/1) .s)n 5 <0 bee lbs oles cle singin way eins 202 SOT Tai, 222,381 03 
General Joint Facilities—Debit........-.-+eee reece ~ 40,909 03 36,946 59 
General Joint Facilities—Credit..........eeeeeeeees 11,186 80 _ 15,062 19 


$ 10,798,899 46 


$ 14,295,764 02 


The CHAIRMAN: On page 22, Property Investment Account, expenditures 
for the year 1943; are there any questions? 
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PROPERTY INVESTMENT ACCOUNT 
Expenditures Year 1943 


8] 


06 


87 


Road: 
Montreal Terminal Development, Chapter 12-1929......... $ - 258,454 
SAN ARTO LOU CLAN SY Wechad a hla vn) cin Se eusiale one aU olaleng tidus es 373,274 
Prete atessand LAL ANGCHOLS 4 elvis sie be @euace’ cil wis ble aisles ea was 577,607 
Pee US UR Se oe He ois. of lacs Satine Taig A tet RRC BUR stig Seay tea ae 167,979 
Pipe rainage: and SO Wersy « ac)svers eae atin aay eel meals 60,318 
Peamoes irevente, Perminalsy wie ds «os \de'e see elaeice's wie Gsles ee t's 262,409 
iaeeer bt assenger), “Lerminalpare «si. <li ae sioe ote alee ale sine soa 117,489 
Pro rela Y AGKS PANIC Y ICIS Se Selassie a's cient eerie ca atatel al aeons /wlatere alae 909,562 
UDMA VV ACIITWER ae cc Acie ere ata wa: See ered le) audla, a colbval ol sieiage @ eel sie 206,262 
prices tr estlescale * OUIVerts:) i. secu we au o aries eileneie «cob A aie 349,630 
Crossing Protection including Subways ......<......-e.s08- ToguED 
PD GAGLOUS AECL SUS LIOTLLM AGTILULES ss ot avek Sea ecole eid) suassal iad cede, Soe eee g 333,813 
Shops, Enginehouses and Machinery .........esseeeeeeeees 317,296 
Signals and Interlockers .........sseecsereecccescceccens 898,141 
Telegraphs—Railway. ..:.....cscsesecceccsecvererceeseces 45,819 
Telegraphs—Comimercial oy o.). oe oe dige nin 0s cities ee vie ele 374,023 
Assessments for Public Improvements ..... Ry Aasaliee I UP ae aoe 50,667 
Ee eee RL 5 Lindl e/a ete es shy lal ala Sequel Ugh oe 8, dhe el wie Ohay eds 88,524 
General Additions: and “Betterments os 7 tia. rc. ls eee 162,101 
Equipment: 
Equipment Purchased or Built ..........0.. sees eee eeee $ 19,148,543 
Equipment Retirements .......-..s eee e eee eee eee eeeee 1,454,181 
General Betterments to Equipment.............ee eee e cece 20,773 
Equipment Conversions and Transfers .............+++5+ 72,456 
Express and Miscellaneous Equipment ................+-.- 41,752 
PELE TALE Sen Me are pet stared hPa CT SIE ee AliRG AG” ah gh iat wneenat ate te bu eueb aya: ale 
Separately Operated Properties ........... eee eee cere ee eeee 
Net Additions and Betterments during 1943........... 
Ledger Balances Ist January, 1943 ..........2 eee rece eeeees $1,960,812,337 
Net Additions and Betterments during the 
re Sem Unser a) ere. SL er Mane Ne talatala eras iit a aie $23,333,089 54 
Acquisition of Atlantic and St. Lawrence 
POA RTO rears a ane hoy sheteite: eo tiaveninle niaite lm 8,480,700 00 
Adjustment with respect to transfer to Cana- 
dian National Railway Company of the rail- 
way properties of the Toronto Belt Line 
Railway Company and of The Irondale 
Bancroft and Ottawa Railway Company.. 17,100 00 
Transfer between balance sheet accounts of 
property donated to the Rall way conn 488,475 48 
Regina Freight Line Cut-off abandoned...... 232,115 49 
Property transfers from Canadian Govern- 
ment Railways to other Government De- 
PartMents vices sc esses Wolken bate ale deraisla 270,160 11 
30,805,938 
Ledger Balance at 31st December, 1943..........-. $1,991,618,275 
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$ 5,451,504 75 


17,829,344 33 
4,897 93 
47,342 53 


$23,333,089 54 
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FUNDED DEBT—PRINCIPAL AND INTEREST 


Date Date Principal Interest 
NAME OF SECURITY Issuing of of Outstanding Accrued 
Company Issue Maturity at Dec. 31, 1943 1943 
GUARANTEED BY DoMINION OF CANADA: 
5% Perpetual Debenture Stock......... SER 1875 to 1883 | Perpetual $ 1,566, 288.00)$ 74, 185.48 
5% G.W. Perp. Debtr. Stock and Bonds.|G.T.R...... 1858- to 1876 | Perpetual 1, 002, 582.00 46, 730.79 
47, Perpetual Debenture Stock......... Set RAS 1883 to 1918 | Perpetual 7, 228, 143. 67 296,198 54 
4%, Nor. Rly. Perpetual Debtr. Stock.|G.T.R...... July 31, 1884 | Perpetual...... 38, 529.40 1, 666.63 
3% Ist: Mortgage Bonds... 00.2.0... . 25. Geir July 1, 1905 | Jan. 1, 1962 26, 465, 130.00 793, 953.90 
4° Sterling Bonds: cas eisice es atl Gea ee is July) 2, 1914") Jane 1, 1962 7,999, 074.00 319, 962.96 
3% 1st Mortgage Debenture Stock..... Can. Nor July 29, 1903 | July 10, 1953 1, 204, 339.39 32, 853.23 
3107 1st Mortgage Debenture Stock... .|Can. Nor Mar 1910 | July 20, 1958 5, 647,653 49 197, 533.97 
63% Sinking Fund Debenture Stock...|Can. Nor July 1, 1921 | July 1, 1946 23, 754, 000.00 1, 544,010.00 
31% ist Mortgage Debenture Stock....|C.N.A...... Mar. 22, 1911 | May 4, 1960 551, 505. 27 18, 715.31 
31% 1st Mortgage Debenture Stock....|O.N.O...... Dec. 8, 1911} May 19, 1961 4,034, 179.54 136, 495.59 
5% 30 Year Guaranteed Bonds......... Can. Nat Feb. 1, 1924 | Feb. 1, 1954 50, 000, 000.00 2,500, 000.00 
41% 30 Year Guaranteed Gold Bonds..|Can. Nat July kh 1927 A ily 957. 64, 136, 000.00 2,886, 120.00 
5% 40 Year Guaranteed Gold Bonds...|Can. Nat July 1, 1929 July 1, 1969 56, 704, 000. 00 2, 835, 200.00 
5% 40 Year Guaranteed Gold Bonds...|Can. Nat Oct. -1, 1929; Oct. 1, 1969 57, 728, 500.00 2, 886, 383.58 
5% 40 Year Guaranteed Gold Bonds...|Can. Nat Feb. 1, 1930 | Feb. 1, 1970 17, 338, 000.00 866, 900. 00 
42% 25 Year Guaranteed Gold Bonds..|Can. Nat June 15, 1930 | June 15, 1955 48, 503, 000.00 2.008, 200.00 
41% 25 Year Guaranteed Gold Bonds..|Can. Nat Feb. 1, 1931 | Feb. 1, 1956 67, 368, 000.00 3, 031, 560.00 
410 20 Year Guaranteed Gold Bonds. .|Can. Nat. Sept. 1, 1931 | Sept. 1, 1951 48,022, 000.00 2, 160, 990.00 
3% 16 Year Guaranteed Bonds......... Can. Nat Dec. 15, 1984 | Dec. 15, 1950 20, 500, 000.00 615, 000.00 
3% 9 Year Guaranteed Bonds..........|/Can. Nat May 1, 1935 | May 1, 1944 35, 000, 000.00 1,050, 000.00 
3% 17 Year Guaranteed Bonds......... Can. Nat. Feb. 15, 1936 | Feb. 15, 1953 25, 000, 000.00 750, 000.00 
21%, 7 Year Guaranteed Bonds......... Can. Nat Feb. 1, 1937 | Feb. 1, 1944 15, 500, 000.00 348, 750.00 
3% 15 Year Guaranteed Bonds......... Can. Nat Feb. 1, 1937} Feb. 1, 1952 20, 000, 000.00 600, 000.00 
8% 18 Year Guaranteed Bonds......... Can. Nat Dec. 15, 1987 | Dec. 15, 1950 30, 000, 000.00 900, 000.00 
21% 7 Year Guaranteed Bonds......... Can. Nat Jan. 15, 1939 | Jan. 15, 1946 15, 000, 000.00 337, 500.00 
3% 20 Year Guaranteed Bonds......... Can. Nat Jan. 15, 19389 | Jan. 15, 1959 35, 000, 000.00 1, 050, 000.00 
Total Issues Guaranteed by 
TD OTAINION OF Caria Cla eenie a Geel dA ULAR ie PitscG CaseaetL ar Racnela teen Natit a aunt a ae tas an $ 685,290, 924.76|$ 28, 583,487.29 
GUARANTEED BY PROVINCE or NEW 
BRUNSWICK: ' 
4% 1st Mortgage Debenture Stock.....|St. J. & Q..| May 14, 1912 | June 1, 1962 |$ 648, 450. 73|$ 25,586.81 
GUARANTEED BY PROVINCE OF BRITISH 
CoLuMBIA: 
4% 1st Mortgage Debenture Stock.....|C.N.P Nov. 16, 1911} April 2, 1950 |$ 971, 785. 73)$ 35,310 36 
41% Terminal Debenture Stock........ COIN Pee cae 1913 and 1914 |} April 2, 1950 1, 165,819.74 51,044.01 
Total Issues Guaranteed by 
PTO VAN CIAL IO VETNIN CICS eee ad oe Site CAL eeN Slit lone ec eusral Patan 6 Se Westen nui coca irs etn elie $ 2,786,056 20|$ 111, 941.18 
Equiement Trust Issuss: 
BOE or TIES), Esc oneen an i theee Ue eco Can. Nat May 1, 1929] Ser. 1,5,°44 |$ 1,200,000.00)$ 80, 000.00 
5% Seat © ped SB at aaa SRD ASN SR Wits Dec. 14, 1929 | Ser. 14, 12, 744 276, 000.00 27, 281.80 
5% SER AAS CA NPAPER, We Au nig Dad) AMATO ot G.T.W. Dec. 14, 1929 | Ser. 14, 12, 44 41,000.00 4,241.39 
5% SOA i Ah TB va NC SU ber pe GV MIR. Aacien Dec. 14, 1929 | Ser. 14, 12, 744 72, 000.00 7,326.67 
45% SLRS) Brea AR NOR VIC hy ER ee Can. Nat June 1, 1930] Ser. 1, 6,745 2,100, 000.00 114, 187.50 
22% SOT RC SNA NET Rab NaC Mee Can. Nat Avge 917719387) \ Sere.) 1, 8) 47 5, 720, 000.00 163, 854.17 
23% pid ated Satin arhiaen Gh Ca enied aRiianby ah Can. Nat Sept. 15, 1938 | Ser. 15, 9, ’53 5, 100, 000.00 149, 989.58 
22% ete tard be is Pt Bs MS ADO Can. Nat July 1, 1939} Ser. 1, 7, ’49 3, 900, 000.00 105, 625.00 - 
22% i Caan UML aR aEan praiiisenscee meet Wes, June 1, 1941 | Ser. 1, 6,751 4, 267,000.00 116, 175.00 
Total;Higquipments Erust: ISSues an. JE]: vies sine olalevelelis a nvelsio cea pred apeteray | Leimert, fatale ott (08/6 he $ 22,676, 000.00/$ 768,681.11 
OrHeER IssuzEs: 
4% Canada Atlantic Ist Mtge. Bonds...|G.T.R.. Jan).-1;.1905 jh Jan. .4, 1955 9,962,028 00 398,081 46 
6% Northern Railway 3rd Pref. Bonds |G.T.R...... 1868 | Perpetual K-00 146.00 
4% 1st Mortgage Bonds...000.s.0) 08505 Pem. Sou. Sept. 1, 1906 |} Sept. 1, 1956 150, 000.00 6, 000.00 
4% 2nd Mtge. Bonds, Prairie ‘‘A’’...... Gare April 1, 1905 | April 1, 1955 3, 586, 680.00 143,476.92 
4% 2nd Mtge. Bonds, Mountain ‘‘B’’...|G.T.P...... April 1, 1905 | April 1, 1955 3, 167, 748.00 126, 372.06 
4% 1st Mtge. Bonds, ‘‘Lake Superior’”’..|G.T.P...... April 1, 1905 | April 1, 1955 2,155, 896.00 86, 188.98 
4% Perpetual Cons. Debenture Stock. .|Can. Nor 1903 to 1912 | Perpetual ~ 4,190, 964.07 151, 741.00 
4% Perpetual Cons. Debenture Stock. .|C.N.O.... June 21, 1909 | Perpetual 972, 997.53 36, 923.02 
4% Perpetual Cons. Debenture Stock. .|C.N.Q...... Oct 1906 | Perpetual 470, 212.46 17, 892.04 
4% 1st Mtge. Perp. Debenture Stock...|Q.&L.St.J.| June 1, 1912 Perpetual . 315, 272.40 12, 506.42 
4% 1st Mortgage Bonds................ Ge Wine Nov. 30, 1900 | July 1, 1950 6, 551,372.00 262, 295. 84 
44% 1st Mortgage Series ‘‘A’’ Bonds. ..|G.T.W... Jan 1, 1930] Jan. 1, 1980 400, 000.00 18, 000.00 
4%, Indebtedness of 8.8. & C.Co....... GIVER Aan Aug. 27, 1858 | Optional 155, 865.25 6, 234.61 
4% ist Mortgage Gold Bonds.......... M. & P.L...| Oct. 1, 1900 | Oct. 1, 1950 200, 000.00 8,000.00 
5% Indebtedness to Prov. of N.B...... Can. Nat...} Sept. 8, 1929 | Various 1,198, 022.60 59, 901.13 
Interest.on' Securities matured in 1943.0). oo. de ccc ween a elele [eee cweclel teem enefisiae seine sre c)rein.s 200, 327.26 , 
otal Other: ISSUCS cay ieee ea i hee ala lin ochre ade MAI gacuaacon |e rece eN eRe RS lat $ 33,479,491.641$ 1,534, 086>74 
Total Debt held by Public (including 
therein $13,228,313.86 par value held in 
Special Funds and Accounts) as per 
BalanceiHeet Heese eee ei a Nae Musi BUR RAAVOeuE'T Holy toa/ al Manner nto) | ze ater a ove! spsuatereael site $ 744, 232,472.60/$ 30,998, 196.32 


These es eoraen are stated in Canadian currency, Sterling and United States currencies being converted at the par of 
_exchange. 
This schedule does not include securities in the Railway treasury or those held by The Canadian National Railways Secur- 
ities Trust, or by the Dominion Government as collateral. , 
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Mr. Emmerson: What about that Montreal Terminal Development, I see 
you have an expenditure there of $258,000? 
fram Vaucuan: That is the amount that was spent on the new terminal in 

Mr. Nicuotson: How much more will there be in the future; what is the 
provision for next year? 

Mr. VaucHAN: There is an item with respect to 1944 amounting to $313,000. 

The CHarrman: On funded debt—principal and interest: 

Mr. Hanson (Skeena): Has anything further been done in connection 
with the retirement of the perpetual bonds carrying high interest rates? 

Mr. Vaucuan: A very large number of them have been in these vested secur- 
ities. There have been a lot taken up—do you remember, Mr. Cooper? I think 
we have it here somewhere. It amounts to a large sum of money. They have 
been largely taken up in that way. 

Mr. McCutxiocu: I suppose you have taken up these 5 and 6 per cent ones 
first? 

Mr. VaucHAN: We are trying to get rid of all securities carrying high rates 
of interest as quickly as we can. 

Mr. Coover: In connection with the repatriation of securities, I may say 
that with respect to the old Grand Trunk 5 per cent perpetual debenture stock 
we have retired $19,216,000; Great Western 5 per cent perpetual debenture 
stock we have retired $12,249,000; Grand Trunk 4 per cent perpetual debenture 
stock we have retired $112,610,000; of the 4 per cent Northern Railway per- 
petual debenture stock, $1,460,000; and of the Grand Trunk 4 per cent per- 
petual guaranteed stock, $60,833,000. 

Mr. McCuttocu: Was any of that retired during the past year, 1943? 


Mr. Coovser: Yes, there were small quantities, but most of the repatriation 
proceedings were ‘n 1942. There were a few which came along in 1943 and 
again there will be a few in 1944. Some of these securities are not subject to the 
United Kingdom vesting order; a person for instance living in southern Ireland. 


would not be subject to an order issued by the United Kingdom Government 
and there is no way in which that stock can be acquired except by negotiation. 


The CHAIRMAN: 
DOMINION OF CANADA—LOANS 
(Treated as Assets in Public Accounts of Canada) 


Principal Interest 
Outstanding Accrued 
at Dee. 31, 1943 1943 
34% Advances, Refunding Act, 1938. ...... dees tence ese tenes: $ 69,418,415 43 $ 2,498,071 45 
2 % Advances, Refunding Act, TOSS eae SoS isha! avaiar etenvrayet os 24,689,392 53 493,787 86 


31% Advances for Repatriation of G/T.R. Debenture Stock.... 106,949,109 26 3,729,211 56 
34% Advances for Repatriation of other Railway Securities.... 281,808,025 51 9,837,494 75 


chase of Rail Equipment, 1936 (Repayable 1938- 

Ri Fo50), a Ayia moan ey " ; : PP Ac REG Dealt ceerane ausliagens 3,620,211 59 113,131 62 
ch f Railway Equipment, 1940 (Repayable 1941- 

mae? eons) atone SiC gaa nO evap MS aT 11,903,619 82 426,899 69 
Purch f Railway Equipment, 1941 (Repayable 1943- 

eh 1957) ‘5 Ree Le iste a a SINR ENO LN! GMS MERE NMREY RMR SRPIA DA rn haere 19,356,880 11 633,039 89 
Purchase of Railway Equipment, 1948 (Repayable 1945- 

TOON GL ART CUMDIAL IEEE SEIN AC Re CAEL cba Rei Mai gh 5,671,111 11 43,351 95 

3 Temporary Loan for Working Capitals 2600). sve hed: ies sivas 13,906,999 71 486,744 98 

a Tiere On Loans TEDAIG| I LD4B .;, see oe alte sales dis Bs! dwe ly ieee afer ee Ain 4s 9 403,114 26 


$537,323,765 07 $18,664,848 01 


4779—5 
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Mr. Nicuoutson: Before we leave this page; what effort has been made to 
refund these 64 per cent Canadian northern bonds, something over $27,000,000. — 
Of course, they mature in 1946, but that is a very high rate of interest. Has any 
effort been made to take them in? | 

Mr. VauaHan: We cannot do anything with those until 1946 because they 
are not callable, so we will have to wait until the term expires in 1946 before 
we can deal with them. 

The Cramman: Investments in affiliated companies: 


INVESTMENTS IN AFFILIATED COMPANIES 


Total Owned by Can. Nat. System 
Company Par Value 
Outstanding Par Value Book Value 
Stocks: 

The Belt Railway Company of Chicago.... $ 3,120,000 00 $ 240,000 00 ~$ 240,000 00 

Canadian Government Merchant Marine, 
TE ee ON area Ph ae ata other este arts 800 00 800 00 ~ 800 00 
Central Vermont Transportation Company. 200,000 00 50,000 00 20,000 00 


Chicago & Western Indiana Railroad Co. 5,000,000 00 1,000,000 00 1,000,000 00 
The Detroit & Toledo Shore Line Railroad 


GoM pany wick we weiss ols eae sheca aie se tseentietens = 3,000,000 00 1,500,000 00 1,542,000 00 
Detroit Terminal Railroad Company...... 2,000,000 00 1,000,000 00 1,000,000 00 
Northern Alberta Railways Company...... 625,000 00 312,500 00 312,500 00 

(representing amount paid up, i.e. 10%) 
The Ontario Car Ferry Company (Limited) 500,000 00 250,000 00 179,007 53 
The Public Markets, Limited............- 1,150,000 00 575,000 00 575,000 00 
Railway Express Agency Incorporated (no 

par value)........eeeee recess terete 1,000 shares 6 shares 600 00 
The Toronto Terminals Railway Company. 500,000 00 250,000 00 250,000 00 
The Toledo Terminal Railroad Company.. 4,000,000 00 387,200 00 387,200 00 
Trans-Canada Air Lines......-..-++.-+0-: 4,600,000 00 4,600,000 00 4,600,000 00 

(representing amount paid up, i.e. 92%) 
Vancouver Hotel Company Limited........ 150,000 00 — 75,000 00 75,000 00 


$10,182,107 53 


Bonds: 
Northern Alberta Railways Co. 1st Mort- 
page (BONUS. Eu seey tones cre eens $27,230,000 00 $13,615,000 00 $13,615,000 00 
The Toronto Terminals Railway Co. Ist 
Mortgage Bonds.......--.sseeeeeeeee 25,610,000 00 12,805,000 00 12,805,000 00 
| $26,420,000 00 
Advances: 
Chicago & Western Indiana Railroad COM PAD PR. 7. ss Oe s al > wel ala ae ees $ 2,016,744 63 
The |Railroad :Credit Corporation 00.26... a is ee eee pe tie ee ee a eee te 93,512 93 
Railway Express Agency, Tncor porated ican Sindee cles wih bre xiao dete ar yacrae ls 126,246 02 
Vancouver Hotel Company Limited........... cece sees r reer eee sre ecees 16,436 25 


$ 2,252,939 83 


$38,855,047 36 


MAJOR CONTINGENT LIABILITIES 


TRANS-CANADA AIR LINES: 
The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air 
Lines on which total call to 31st December, 1943, has been $4,600,000. 


NorTHERN ALBERTA RAILWAYS COMPANY: 

The Canadian National Railway ‘Company owns $3,125,000 of the Capital Stock of the 
Railway Company on which total call to date has been 10%. 

Under agreement of purchase dated 6th. February, 1929, Canadian National Railway 
Company became liable for one-half of the purchase consideration for the property. This 
obligation was later assumed by Northern Alberta Railways Company which took title to 
the property. As of 31st. December, the commitment of the Canadian National Railways 
Company was $1,210,000. The Canadian National Railway Company takes up currently in its 
income account one-half of the annual surplus or deficit of Northern Alberta Railways Com- 
pany. ; 
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THe Derrorir & ToLepo SHORE LINE RAILROAD COMPANY: 

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by 
indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds 
due 1953. 

THE ToLEDO TERMINAL RAILROAD COMPANY: 

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First 
Mortgage 43%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is 
several and not joint. Grand Trunk Western’s proportion is 9°68%. 

Curcago & WESTERN INDIANA RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental 
lease dated Ist. July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest. as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds 
issued for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds 
due 1952 and the amounts outstanding at 3lst. December, 1943, are:— 


Issued for “common” property. ....... sce ee eee e cece te eereeees $39,973,019 39 
Issued for “exclusive” property....... 2.2 eee ee cece recs eee eeee 252,535 36 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist. March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in 
the absence of default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 44% Series “D” Sinking Fund Bonds due 1962 and the amount outstand- 
ing at 3lst. December, 1943, is $19,452,000. 

C.N.R. PENSION PLANS: 


Reserves have been set up against contracts in force under the 1935 contractual plan, but 
not against pensions conditionally accruing under that plan or prior non-contractual plans. 


Mr. Rorsuck: I notice you have there an investment in Canadian govern- 
ment merchant marine? 


The CHarrMAN: That is in another report. 
Mr. Rogsuck: That will grow rapidly in the future. 


Mr. VaucHan: That all depends on how the government intends to handle 
the merchant marine. That amount there of $800 is just directors’ shares, Mr. 
Roebuck, 


The CuarrMAN: Page 26—companies comprising the Canadian National 
Railway System: 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


CAPITAL STOCKS OWNED BY DOMINION OF CANADA 


Company 

Number 
il Canadian National Railway Company......--.--.s-seseseerecsetcseee $ 18,000,000 00 
oe The Canadian National Railways Sacusritiest Lalisty dow mis coke oc tes @ tisreneat 336,680,462 71 


———— 


$354,680,462 71 — 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 


Owned by 
Name of Issuing Company Company Capital Stock Owned by 
is Number Issued Publie 
tlantic and St. Lawrence Railroad Com- 
2 e Bane ey Pe SOI CEN REAR a OE: 1 $ 6,302,340 00 $ 246,540 00: 
4 The Bay of Quinte Railway Company.... 24 1,395,000 00 
3) The Bessemer and Barry’s Bay ail- 
way Company .......-.sseeeeerereee 24 125,000 00 
6 *Brooksay Realty Company.....-.++++++- 30 2.000 00 
7 *Canada Atlantic Transit Gompany Jiuniee. al 219,000 00 
8 *Canada Atlantic Transit Company of U.S. 1 250,000 00 
9 The Canadian Express Company......-- E 1,768,800 00 
10 Canadian National Electric Railways.... 24 1,750,000 00 
11 Canadian National Express Company... 25 1,000,000 00 
¥2 Canadian National Land Settlement Asso- 
elation ...2%4 SOL here eaee Weer Bir ae 1 


4779—53 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Con. 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Con. 


Company Name of Issuing Company 
Number 
13. *Canadian National Railways (France).. 
14 *Canadian National Realties, Limited.... 
15 Canadian National Rolling Stock Limited 
16 *Canadian National Steamship Company, 
Bybee Gd sve benh 4 Ot Oy OA a umnene eA OSS AF MER 
17 Canadian National Telegraph Company.. 
18 semen National Transportation, Limi- 
TET NW Mer PMI ALN IOWA ST Seine ee a Deal Gia AKA 3 
19 The Canadian Northern Alberta Rail- 
Way, COMpan ye Mel eee Gas tele pee letl nee 
20 Canadian Northern Manitoba Railway 
Coonapanyenns Fee Roe cite re cuatro ne aa 
21 The Canadian Northern Ontario Railway 
CeMpPANy ar PGs eon ae eRe eee e 
ee Canadian Northern Pacific Railway 
Com pany Sok ea nels Be Sielatalel eevee) edn. ale 
23 The Canadian Northern Quebec Railway 
COM Das Ape sales labls nca, ane ee ataledecgeael 
24 The Canadian Northern Railway Company 
25 The Canadian Northern Railway Express 
Company, Limited... 0.5 tule). selene 
26 Canadian Northern Steamships, Limited. 
27 Canadian Northern System Terminals 
(Tai 16d bigs We ce ieee ethene oe tetera 
28 Canadian Northern Western Railway 
COPAY, cscs aes Siew Beeler leanne 
29 Cannar ‘Oils Timited.. ii ans eee 
30 *The Centmont Corporation............-- 
31 The Central Ontario Railway........... 
ite Central Vermont Railway, Inc.......... 
33 Central Vermont Terminal, Inc........ 
34 *Central Vermont Transit Corporation... 
25 *Central Vermont Warehouse, Inc........ 
36 The Champlain and St. Lawrence Rail- 
TOA COMPAIG . oircaiele fo wate ivielets eieaeninls 
37  *Consolidated Land Corporation.......... 
38 *Continental Realty & Holding Company. . 
39 *The Dalhousie Navigation Company 
TAT TCO ee ante eee fel aubrey eaatiet a SUR ieee ahaa 
40 *Duluth and Virginia Realty Company.... 
41 Duluth, Rainy Lake & Winnipeg Railway 
Gori pany is Ge OU Ree ie ie rot i hem taps 
42 Duluth, Winnipeg and Pacific Railroad 
COMpPAaTy Voie oo Solin iernGestele areal mia ene 
43 Duluth, Winnipeg and Pacific Railway 
Company; ess sale pei tetiete lone eles meer 
44 *Grand  Trunk-Milwaukee Car’ Ferry 
COMP ADH Gi ciee le ae eed eis Cie ae teres te als fens 
45 The Grand Trunk Pacific Branch Lines 
Gon pany Wi SENG RAST eee tare ates 
46 *The Grand Trunk Pacific Development 
Company, Limited...........0.-2++5: 
47 *Grand Trunk Pacific Dock Company, of 
aa tet tet UH NG eat at tae er atee cele lever ee 
48 The Grand Trunk Pacific Railway 
Company aliatee a heb s winter vise paises 
49 The Grand Trunk Pacific Saskatchewan 
Railways Company sn. sh sale eiiels oe ste ms.e 
50 *Grand Trunk Pacific Terminal Elevator 
Companys CTimited) ee ieee natele ys 
51 Grand Trunk Western Railroad Company 
(Clarita yi sahativls) She ait sete 6 wake eile aise or Ze ee 
51 Grand Trunk Western Railroad Company 
(Preferred) 4 Woy Wile icchiete i ae nr 
52 The Great North Western Telegraph 
Company of Canada (Including 
$331,500 00 held in escrow).......... 
15% The Halifax and South Western Railway 
Com perry his oie Ne ace ectek ol ape rae eins 
54 *Jndustrial Land Company.............. 
55 International Bridge Company.......... 
56 The James Bay and Eastern Railway 


OOmp any ier solr eee cs ts ers tue i 


Owned by 
Company 
Number 


1 
24 
1 


48 
24 


1 
24 
24 
24 


Capital Stock 


Issued 


2,007,400 
40,000 
50,000 


15,000 
500,000 


500 
3,000,000 
250,000 
10,000,000 
25,000,000 


9,550,000 
18,000,000 


1,000,000 
2,000,000 


2,000,000 
2,000,000 
100 
176,400 
3,331,000 
10,000,000 
5,000 
5,000 
5,000 
50,000 
64,000 
90,000 


50,000 
45,000 


2,000,000 
100,000 
3,100,000 
200,000 
200,000 
3,000,000 
150,000 
24,940,200 
20,000 
501,000 
20,000,000 
25,000,000 


373,625 
1,000,000 
1,000 
1,500,000 


125,000 


Owned by 
Public 


3,849,200 00 


6,925 00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Cone. 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Cone. 


Owned by 
Company 
Number 


24 
1 
1 

24 

24 


Company Name of Issuing Company 
Number 
57 The Lake Superior Terminals Company 
PRET TE CON o ee es arate SCARE. 8-074) sealny tbe DF Uc foe 
58 The Maganetawan River Railway 
COTTA TV ea rs ele tehetiat es cas sels, wtptnenatla te Mio! eis 
59 Manitoba Northern Railway Company.. 
60 The Marmora Railway and Mining. 
CSOT AINE ecu Mae ase isliel ake, stop ene erate, alas Vale 
61 The Minnesota and Manitoba Railroad 
(ROTA ATV ANA VIE ahs. oic axel ats Berane oder se staiig alee 
62 The Minnesota and Ontario Bridge 
GOS ete aa ong he de wien oa ries Ge 
63 Montreal and Province Line Railway 
COMTTAITY Meets ke. «Dus: svclet neletaraeoaiay wishes) 
64 *Montreal and Southern Counties Railway 
(Seve iherw akg MUNI PTR RNG UmBU Oe Gaal seas UNITS 
65 The Montreal and Vermont Junction 
Railway Company.........+-sseeeees 
66 *Montreal Fruit & Produce Terminal 
Companys: Lamited ).), Wine ore tse be 
67 *The Montreal Stock Yards Company.... 
68  *TDhe Montreal Warehousing Company.... 
69 Mount Royal Tunnel and Terminal 
Company, Limited........-.--+seese- 
70 Muskegon Railway and Navigation 
COMPATLVIA eel e y Hise ceded list opaualerate ates alt 
71 *National Terminals of Canada, Limited 
72 National Transcontinental Railway 
Branch Lines Company.........-++-: 
73 *The Niagara, St. Catharines and Toronto 
Railway Company.....-.+--sseseeees 
74 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited) s.3.3\.: 
75 *The Oshawa Railway Company........- 
76 The Ottawa Terminals Railway Company 
77 The Pembroke Southern Railway 
WOTAD ANY Tosie sists cs wee tei ie a wi ain orien wn eie's 
78 *Prince George, Limited...........--+--- 
79 *Prince Rupert, Limited......./...+---- 
80 The Quebec and Lake St. John Railway 
COM PAY ae Gok foe Bre a cimietors ate: © liao anit 
81 The Qu’Appelle, Long Lake and Saskat- 
chewan Railroad and Steamboat 
COMPANY ote clasts aya hs #25 08 Soe ata 
82 *Rail & River Coal Company.......-+--: 
83 St. Boniface Western Land Company.... 
84 The St. Charles and Huron River Rail- 
way Company. i... nese ec eces 
85 St. Clair Tunnel Company....-.+-+++-+:- 
86 The Stanstead, Shefford and Chambly 
Railroad Company......-eeeeeeeeeees 
87 *The Thousand Islands Railway Company 
88 +Trans-Canada Air Prue els hints Aye ol deat store i 
89 The United States and Canada Rail 
Road Companys: dine ss. 0 Hoye nie oa gale 
90 Vermont and Province Line Railroad 
COMPANY, bs elaine ema ure Hee: Deen 4 nye 
91 The Winnipeg Land Company Limited. . 


Capital Stock 


Tssued 


500,000 


30,000 
500,000 


128,600 
400,000 
100,000 
1,000,000 
500,000 
197,300 
500 
350,000 
236,000 
5,000,000 
161,293 

0 


ere 


500 
925,000 


100,000 
40,000 
250,000 


107,800 
10,000 
10,000 


4,508,300 
201,000 
2,000,000 
250,000 


1,000 
700,000 


608,333 
60,000 
4,600,000 
219,400 


200,000 
100,000 


$208,254,891 


Owned by 
Public 


165,600 00 


12,240 00 


489,160 00 


475 00 


$ 4,770,140 00 


The Income Accounts of Companies indicated (*) are included in the System Income Account 


as (73 


Separately Operated Properties. 


+Treated as an Affiliated Company. 


Mr. Cooper: 96. 


Mr. Cooper: Yes. 


_Durocuer: And I see there are only 91 this year. 


_ DurocHER: How many companies were there in that item last year? 
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Mr. Rorsuck: I see under investments in affiliated companies, Trans- — 
Canada Air Lines, $4,600,000. Well now, there is a story there, isn’t there; — 
aren’t you going to pass that out of your hands in the future, according to 
Mr. Howe’s statement in the House? 

Mr. Vaucuan: Apparently we will have to divest ourselves of our interest 
in Trans-Canada Air Lines within one year after the close of the war, according 
to the announcement made by the Hon. Mr. Howe in the House of Commons 
a few days ago. 

Mr. Nicxotson: Will there be any chance of your obtaining anything like 
the value Mr. Symington placed on that organization yesterday when he said that 
he would not take $25,000,000 for it? 

Mr. VaucHan: We do not think it would be right for us to charge anything 
like that amount to the government. 

The Cuamrman: On page 28—railway equipment: 


RAILWAY EQUIPMENT 


Conversions 
December Additions Retirements During Year December 
31, 1942 During During Year Added Retired 31, 1943 
, Year 
LOCOMOTIVES : 
Passenger—Freight ......... 2,070 29 24 2,075 
Sra aig)” eA en ae tetas 434 1 1 434 
BLA GEA Georg nl Mirai ans. ote eee 24 24 
Oi ¢Blectric\ oe ete ane 27 pal 
AG STE AS C0 Oly RA Ev aD SCI Tig ae Se ae ae 
PT erta lin cheese ee Santas 2 5D 30 ZO 2,560 
FREIGHT EQUIPMENT 
Box Carey ee ek evans aes a 62,879 2,238 143 2 462 64,514 
Riata Csas Ne aero non toe ise cnn 5,279 7 25 5,247 
Stock Oars haere emi edie c 3,069 2 3,067 
Coal | Carey Cees eam eiaete 14,314 487 62 14,739 
Tanke Wars Seen eae anata viele 148 1 147 
Retrigerator Oars jas). 462 3,091 100 18 3,173 
Caboose | Oars ouiiieie vase a 1,563 31 150 1,682 
Other Cars in Freight Service 10 10 
EY sce Tests ET CORP Est gr Se oe ee 
TPG a Ve es a 90,353 2,825 264 © 152 487 92,579 
PASSENGER EQUIPMENT 
Coach Gara} yt Se iene Seteles 1,196 1 15 1,210 
Combination Cars .......... 243 ; Aes 
Dining) Carson ope enis sates 93 93 
Colonist); Cate ae ey een tote 179 9 : 3 191 
Pavlour COaTse eels ne DEE eae ke 65 7 58 
Cahad Caren Ac cite aeuer ace oti e 30 2 28 
Sleepime ang: EP Saves ah. ate 308 a 4 302 
Tourist Caries) ieews sae ones 47 | 47 
Baggage and Express Cars.. 994 50 1 18 3 1,058 
Postal’) Cars? cuneate: Weiae 49 49 
Unit (Gare vee cin ieaiiate te seen kelae 47 3 44 
Other Cars in Passenger 
Servicer id Cie Maids ely 62 1 1 6 56 
Tota}: 2: sors aie rare ek 3,343 59 8 Yh pap 3,409 
Work EQUIPMENT : 
Business | Carga ewe see 62 1 61 
All Other Cars in Company’s . 
REEVIGe Ee. ata soa iaten ele 7,065 27 141 324 3 Us2h2 
Tiobesbeg acee pusne ee eed La 2a 27 141 So 4s 4 Speeds 
PP Mi Riba NE Wes eae pen IE PT 78 IE SR LNBs SN eas cate ah Pete 
FLOATING EQUIPMENT 
Carl Warries we werk: eee 9 9 
Barges aad Neus u ene koe 4 a > 
PP Gs) Boo cc catenin se an oben rer tes 4 4 
ASCs il UMA Pee Marly. OAURS Ad arate 4 4 
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Mr. Hanson (Skeena): When do we get to the hotels, does that come in 


Mr. Vaucuan: I take it that you want the individual hotels? 
Mr. Hanson (Skeena): Yes. 
Mr. Cooper: We have a statement on that which we will put on the record 


HOTELS 
Year 1943— Revenues Expenses Taxes Net 
Charlottetown .....-+--++: $ 150,209 33 $ 125,715 83 Me tee MEAG Sevyg. ssl. 14 
MTCC WLIOHO” ei saitie eo me ied 2,335 33 250 87 +2,586 20 
Nova Scotian ......+--+-: 810,512 30 562,914 83 18,030 39 229,567 08 
Chateau Laurier .......--- 2,243,347 59 1,711,454 64 78,305 27 453,587 68 
Prince Arthur ......-+-:+: 209,841 75 186,492 18 6,043 46 17,306 11 
*Minaki Lodge .....--++++:> 751 50 7,485 42 35 71 +6,769 63 
yin rE EY aks e ss ayers ean eh 570,520 67 459,001 91 29,402 16 82,116 60 
Prince Edward .....------ 172: 229.07, 144,059 69 4,054 71 24,114 67 
Macdonald a2. bop eee 771,212 05 576,065 04 16,521 25 178,625 76 
*Jasper Park TOUS te wie, ese 6 2,235 58 19,722 09 4,581 84 +22,068 35 
Bessborough ......---+++++5 437,309 83 377,403 12 3,148 49 56,758 22 


$5,368,169 67 $4,172,650 08 $ 165,485 91 $1,030,033 68 


pide ae at 2 cha) ae a eer <TR a Le a 


- 


Year 1942— 


Charlottetown ...-.--++++: 106,872 89 107,061 33 4,899 00 +5,087 44 
Pictou Lodge ......-++++: L776. 2k 20,378 01 316 00 +2,917 80 
Nova Scotian .....----+++> 694,949 83 550,958 34 15,746 35 128,245 14 
Chateau Ibe hvaulsi gc como 2,095,889 30 1,651,869 19 64,587 72 379,432 39 
Prince A EED RS sig res ES Bb tee 196,849 39 185,401 47 6,476 11 4,971 81 
Minaki Lodge .......----: 76,189 45 54,065 39 236 75 21,887 31 
Fort Gal Tey Watans causes beds oly eihe 473,706 60 418,808 43 29,566 84 25,331 33 
Prince Edward ......---: 141,716 89 132,913 07 4,114 37 4.689 45 
Macdonald ......++-+-++-: 568,629 44 474,331 70 16,583 88 77,713 86 
Jasper Park Lodge......- 187,435 05 245,827 58 6,152 27 +64,544 80 
Bessborough .....--+++-+-: 335,491 35 332,462 85 3,026 33 PAD ig ( 

$4,895,506 40 $4,174,077 36 $ 151,705 62 $ 569,723 42 
Gain or Loss........----- $ 472,663 27 $ 1,427 28 +$ 13,780 29 $ 460,310 26 

*Not operated during 1943. +Denotes Loss. 


Mr. Emmerson: I notice that under tank cars you have one less tank car 
than you had last year. That is rather surprising to me because there has been 
so much movement of oil and vasoline. How can the railway get along with 
such a small number of tank cars? 


Mr. VaucHan: Most of the oil companies have their own tank cars, Mr. 
Emmerson; that is the reason for it. This particular car here was retired or 
destroyed; that is the reason why we have one less car on the list this year 
than last. 

Mr. Waxton: Those shown here are just for our owr company use. 

Mr. Nicuotson: In connection with these postal cars, have you any infor- 
mation as to the number of postal cars the Canadian Pacific are operating? It 
seems to me the Canadian National is not getting its share of the long haul and 
the large volume of mail from Vancouver to Winnipeg, Toronto and Montreal. 

Mr. VauHAN: We are not getting any through mail between the east and 


the west at the present time. I think it is fair to say that we have not got 
sufficient post office cars to handle it, but we hope to have them. 


Mr. Emmerson: What about these box cars? : 

Mr. VaucHan: C.P.R. do not give the number, they lump all their‘ cars 
together—first-class, second-class, sleeper, baggage, dining, mail, express—they 
lump them all together and we do not know how many they have in the service. 
Mr. NicHoLson: Over a period of years have you reason to expect that 
you will get your share let us say when you have adequate equipment? 
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Mr. VaucHan: We have been pressing our case constantly with the post 
office department. A 
Mr. Nicuotson: Does not a lot of the mail go in express box cars? 
Mr. Watton: There is a certain amount that goes that way, anything that — 
has to be sorted must go in a postal car. a 
Mr. Emmerson: Yes. The through mail such as from Halifax to Montreal. — 
Mr. Warton: We do use closed cars for a considerable quantity of mail — 
which does not have to be worked on en route. : 
Mr. Vaucuan: The figure for 1943 that the government paid the Canadian a 
National Railways for handling the mail was $3,459,543. During the same 4 
period they paid the Canadian Pacific Railways $3,957,000. IT should say that 
our relationship with the post office department at the present time is quite 
satisfactory and I believe will lead to more business from them when we get 
more post office cars. ( 
Mr. Nicwotson: Considering the number of miles you operate it would 
not appear to me that you are getting your share of the post office revenue. = 
Mr. VaucHan: Under normal conditions, in normal times, providing we 
have the equipment available, we really should be given a larger share of the 
business. 
Mr. NicHotson: You ought to have the additional equipment available. 
Mr, VaucHan: We hope to. 
The CHAIRMAN: Statistics of rail-line operation; transportation service; 
work service; employees and their compensation:— 
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132 STANDING COMMITTEE 


STATISTICS OF RAIL-LINE OPERATION—Continued 


1943 1942 
Average mileage of road operated: . .:¥ i Vales clei en's alee Sahginincs «17 bes 93,494-31 23,494-22 
Ton-Miles—Train-Hours in Road Service— 
Gross ton-miles of cars, contents and cabooses....--- ee 78,902,107 ,402 73,256,924,142 
Net ton-miles of freight (revenue and non-revenue).....--> 38,796,570,833 34,146,595,836 
Train-hours in freight road service....-+-++++++srsertreees 3,005,447 2,750,961 
Revenue Traffic— 
Mang of Preightcarriedl as alt wve saisige ms ile eter esis 2 Alaa oe 80,426,781 71,545,237 
Ton-miles—Revenue PETG GA dots we eoal nies ee soy ae ss ie a 36,326,990,666 31,729,325,493 
Freight reventeiels ccm upies anes re cheese sre are may $324,899,724 $288,462,195 
Passengers carried. vo smc: seis eth ee eee ee eae 34,500,731 30,363,290 
Passenger-smiles 4 osm. etait aes ie ee eee Can ain 3,618,808,393 2,707,890,246 
Passenger: revenue, it eae be eee 77h een ge ee eres $66,891,034 $48,297,258 
Average— 
Miles per revenie tom. weiss tiene el oe lacie erie hg oie 451-68 443-49 
Miles per revenue passenger....----++ssesceetrrr srs 104-89 89-18 
Revenue (par ton-mile io < dasa ts ee apse Veale > Rea Saas $0 -00894 $0- 00909 
Revenue per ASSEN TETAS) ol gees oe eel me coerce ar $0-01848 $0-01784 
Raventie ner tons. eenew they iota blero a ck eels gets $4-03970 $4-03189 
Revenue per PasseD@er. 2% vac + Obs vie) eis Seer nikal oe cm $1-93883 $1-59065 
Average per Mile of Road— . 
Tonsmniles—Reventee I reignyel. ce be = siecle eine © Vest seria 1,540,070 1,345,174 
Tonsiles—OA Ll seventy oso ti ye cas tsps hele sper tea dra 1,651,318 1,453,404 
Passenger-miles—Revenue ....+---+eserrerrcrertsr sr 154,029 115,258 
CUOSS SPO VEDUG es COW ee ivut os Beni ip hp cole) at trons ea aera tise renee) Cae eae $18,754 16 $15,989 23 
Gross expenses (including taxes, equipment, joint facility 
rents and pension appropriation) ....---++++s+erretrts $15,279 53 $12,799 93 
Net railway operating income. ......+-+-+sererseerstccee® $ 3,474 63 $ 3,189 30 
EMPLOYEES AND THEIR COMPENSATION 
1943 1942 Increase % Increase 
*Average number of employees.....- 101,126 94,592 6,534 6-91 
*Total (payrollssh oie sm eek sar ies $195,555,045 $177,042,773 $18,512,272 10-46 


*Includes railway, express and telegraph employees. Excludes hotel and subsidiary company 
employees. 


Mr. Rorsuck: I see the number of employees has gone up, to 101,000 from 
94,000. That means that you have broken in a very large number of new people? 

Mr. Vaucuan: That is so. 

Mr. Rorsucx: I know this is a small matter perhaps but, coming on the 
train out of Toronto I have been on it several times now when the train is so 
inhumanly hot that if 1t were cows we would prosecute you for cruelty to animals. 
The train leaves the Union Station in Toronto coming this way in a positively 
inhuman condition. 

Mr. Wauron: You are speaking of the afternoon train? 

Mr. Roresuck: Yes. 

Mr. Vaucuan: If it is properly regulated that should not be. 

Mr. Rorsuck: I put it down to poor help. 

A Member: Are you sure you were not on a CEP iRaca ny 

Mr. Rossuck: For the purpose of this occasion we will say it was a C.P.R. 
car. 

Mr. VaucHan: We will have to check up our cars to see that they are 
properly regulated. It may have been one of our cars or it may not. I do not 
know. 

Mr. Nicuouson: When your brief was presented to the Reconstruction 
Committee last year you reported that you had in May of 1943 an average of 
73,000 employees and here you say you have 101,000, how do you account for the 
discrepancy? 


RAILWAYS AND SHIPPING 133 


Mr. Watton: I think that is the aoe for Canadian lines, only if I 
remember correctly. 

Mr. VaucHan: That is the Cite cine proportion. That would account for 
most of the difference. 

The CuatrMaAn: Distribution of the dollar: 


- DISTRIBUTION OF THE DOLLAR 
Operating Revenue Dollar Operating Expense Dollar 
1943 1942 1943 1 


942 
SEE eyonh oot ee ch cara eters ulecesy teh 5 CUNO ac Ye ara -4116 +4302 +5589 -5591 
STH LOR ee Petey ce ae oe SUA MAG OTeeR aL. 6) soho: ave! Oyolledss -0902 -0875 -1225 -1138 
Other expenses «sees eclee eet ooo ols plese - 2346 -2516 -3186 3271 
Total Operating Expenses ......... - 7364 -7693 $1 00 $1 00 
Available for Taxes and other Accounts. - 2636 -2307 — em 
iq nge ae BNO oe HN ih Re Ae a ag aD, (A oe $1 00 $1 00 $1 00 $1 00 
Maintenance of Way Accounts......... -1528 +1535 - 2074 -1995 
Maintenance of Equipment Accounts.... -1642 -1904 - 2230 -2475 
EN AHO TUN COOULLE IME oiiie oe coe che ei, sie beel aiaieeues -0128 -0144 -0174 -0187 
Transportation Accounts ...........++. -3619 -3716 “4915 -4831 
Miscellaneous Accounts ..........-s000- -0122 -0107 -0166 -0138 
General Accounts .......0.cseeee sence -0325 -0287 -0441 / 90374 
Total Operating Expenses.......... -7364 -7693 $1 00 $1 00 
Available for Taxes and other Accounts. - 2636 +2307 — — 
PE ee eae ot sete ee le ga $1 00 * $1 00 $1 00 $1 00 


Mr. McCutuocu: We cannot change that. 
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The Vice-CHairMAN: Is the small increase due to the lengthening of the 
sidings? 
- Mr. Vaucuan: The sidings are not in here except in the last paragraph. 

Mr. Emmerson: That 928-23 is mostly due to the length of sidings. 

_ Mr. VauGHAN: Yes, increases in tracks in yards and extensions of the 
sidings. 

Mr. Emmerson: Would not the most of that be due to the new system 
used in certain sections? 

Mr. VaucHan: You are referring to the centralized traffic control? 

Mr. Emmerson: Yes. 

Mr. Vaucuan: That did not increase the length of trackage to any extent, 
but we have put a lot of additional tracks in places like the Moncton yard and 
the Truro yard and Halifax yard and the Rockingham yard, and we have 
extended a great many sidings, lengthened them out so that they will take a full 
train. 


Mr. Emmerson: There were some large extensions on the sidings at the same 
time. 

Mr. VaucHan: There was a rearrangement of some tracks in connection 
with the centralized traffic control. 

Mr. McCutuocw: I move, Mr. Chairman, that the report be adopted. 

Mr. Emmerson: I second that. 

Motion agreed to. 

The Vice-CHAiRMAN: Now we have the report of the Canadian National 
Steamships Limited at page 3. 

Mr. VAUGHAN: 

On behalf of the Directors, I beg to submit the Annual Report of Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1943. 


Increase or 


1943 1942 Decrease 
Operating revenues...... ,. .$4,492,188 94 $5,600,496. 25 $1,108,307 31 19-79% 
Operating expenses...... LY 3:188,578 72 4,380,852 94 1,192,274 22 27-22% 
Operating profit....... Kutna $1,303,610 22 $1,219,643 31 $ 83,966 91 


Details of the operating revenues and operating expenses are given in the 
accounting statements accompanying this report. | 

Out of the operating profit for the year there has been paid $521,700 for 
bond interest and exchange, also $343,072 for interest on Government Notes and 
Advances, leaving an income surplus for the year of $438,837, which will be paid 
to the Government to be applied against interest arrears. 

The operations of the Company were again affected in marked degree by 
wartime conditions. The Directors record their thanks to the officers and em- 
ployees for splendid services rendered under abnormal and trying conditions. 

The Vice-CHAIRMAN: Are there any questions? 

Mr. Ronsucx: Does this mean that you have a decreased revenue—a 
decreased operating expense and an increased profit? 

Mr. VauGHAN: Yes. 

Mr. Rossuck: That looks pretty good on its face. 

The Vicn-CuairMAN: Consolidated balance sheet. 
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Mr. Hanson (Skeena): How many boats did you operate last year? 


Mr. Vaucuan: We have not shown the number of boats in here or their 
routes. They are operated really under the control of the navy. We, of course, 
find our own cargoes and do the actual operation of the boats, but the routes they 
travel are specified by the navy. We have up to the present time in the West 
Indian trade something in the neighbourhood of, I think, a dozen boats of 
which, six are Park Steamship Company boats which were built by the govern- 


ment and which were given to us on the same basis as they are given to the other 


steamship companies. We get a small management fee for handling those boats 
and commission on the freight. 


Mr. Emmerson: With regard to accounts receivable, there seems to be a 
large amount; why should that be so? 


Mr. VaucHAN: We can give you particulars of that, I think. 

Mr. Rorsuck: Is $1,000,000 high in a $15,000,000 take? 

Mr. NicHouson: The government is pretty slow in paying sometimes I 
guess. 

Mr. VaucHan: I may say in response to that that a large amount of that— 
about $710,000—is owed by the Department of National Defence for use of the 
hospital ship Lady Nelson and the Lady Rodney—the two Lady boats which 
are chartered by the government. 

Mr. Nicuoitson: The account should be all right, I suppose. 


The VicE-CHAIRMAN: And the last statement is Consolidated income account. 
Are there any questions on that? 


CONSOLIDATED INCOME ACCOUNT 


1943 1942 
Operating Revenue— 
[PUSS CANN. chs RMRSe nie SeMA ConA i ge Uemura eee Cs are Hah iA $3,003,027 22 $4,561,640 65 
TBAB OTI DOT ysis ersten ttc Mrttat srt cat ls one Baie tate granele anys a) atahanariehet abe tae 13,295 52 - 299,799 47 
‘iy BACT 2y ME Wa et cb te came ae CA SPA ARR P ades sede atte Par RAC CR EMR Ss LI Sor Z5 136,086 63 
STPESAUCL LEO tl Me aR elias ab mata h kia Mat Scala dott arena sete 172,770 00 192,520 40 
HONG aTeL OL opt LN atk oe Ae a ties ae OR Pe Baars Gioia be a hh Tee 690,813 95 410,449 10 
AWN ATE Ga oc a ear Ey tig Peary OO ht Beaten Alas AAO ape nS $4,492,188 94 $5,600,496 25 
Operating Expenses— 
HOREUAR VOY A SES see Noa a oS corte Ulaee vpatelal clchotsl ee cke vaferatarore: wt Manel aaa se $2,740,371 98 $4,075,597 83 
DIEPPECTAL ON ONAVERSELS os 5 'cl.s Ghose ae soah eQe eleva wished he wibefatn lines 239,362 63 160,633 57 
Management and office salaries. ........ eee cree eee rece 99,191 17 103,654 17 
LRAT OTIR ea ee eee ees oe uae areata NaC meee arate) gl Opens Semin be alienate 81,470 68 SeeLS 
OG era CX PCUSES nore wae bic selec Ae actiste, a-pce!ala) a etie siege cle) ay ettn a) pans var © 28,182 26 41,001 52 
ical ee ee he se caw Raid ces Mle alain ane erae aint lelentrer teva arses $3,188,578 72 $4,380,852 94 
CPST ALIN MDPOUE go ce siecle ac sae A Faye pgrainde et eeakore = Mienaley seals ate $1,303,610 22 $15219.643'31 
Interest on bonds held by public............... DEAD aP eh aL ERP YE I 470,000 00 470,000 00 | 
Exchange on U.S. funds. 02.02 fee eee nelle eo eee ne Oa te 51,700 00 51,700 00 
Amortization of discount On ‘DONS. .-..5 5. ee ees ee we eee cette ee wee et ee sends 77,362 00 
Interest on government notes and advances........-..+++++++-- 343,072 94 346,701 38 
SHE PLU sais es PS cee stale cf tiwin ata lars Quergalela: s sisieloeaare ny metas ai $ 438,837 28 $ 273,879 93 


Mr. Hanson (Skeena): I move the adoption of the report. 
Mr. McCuttocu: I second the motion. 


Motion agreed to. 


The Vice-CHAIRMAN: The committee will adjourn until 4 o’clock to-morrow 
afternoon. 


The committee adjourned to meet Wednesday, March 29th at 4 o’clock p.m. 
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MINUTES OF PROCEEDINGS 


Wepnespay, March 29, 1944. 
(5) 


‘The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4 o’clock. Mr. J. P. Howden, 
the Chairman, presided. 


Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena), 
Harris (Danforth) , Howden, McCulloch, Maybank, Michaud, Nicholson, Parent, 
Roebuck, and Sanderson (12). 


Mr. R. GC. Vaughan, Chairman of the Board of Directors and President of 
the Canadian National Railways was recalled. 


With the consent of the members, the Committee reverted to the Canadian 
- National Annual Report and Mr. Harris filed a series of eight questions. 
Mr. T. H. Cooper being recalled supplied forthwith replies to numbers 1, 5 and 8. 
(See minutes of evidence to this day’s.) 


Mr. Vaughan agreed to forward at a later date answers to the remaining 
five questions for the information of each member of the Committee. 


The Committee then proceeded to consider the Canadian National Rail- 
ways and Canadian National (West Indies) Steamships Limited Financial 
Budget for the year 1944. Witness was interrogated and on motion of Mr. 
McCulloch, this budget was adopted as presented. 


The Canadian National Railways Securities Trust Annual Report for 1943 
was presented and adopted on motion of Mr. Maybank. 


The following items of the Estimates for the year 1944-45 were considered, 
namely :— 


Vote No. 387—Maritime Freight Rates Act—Canadian 


NG ie eT V SIC eile ere nets wean er seue ims a tae nt? $3,500,000 . 00 
Vote No. 388-—Maritime Freight Rates Act—Railways 

other than Canadian National... .2..-.6 se eer t 900,000 .00 
Vote No. 408—Canadian National (West Indies) Steam- 

ships Limited, capital advances....----+-++--+stt07: 20,000 . 00 
Vote No. 409—Prince Edward Island Car Ferry and 

Meritline IO CLIC LL OAAe castes ds elev nparerairome mien usit urine 3 564,200 .00 


On motion of Mr. Donnelly, the above-mentioned items were approved. 
Messrs. Vaughan, Cooper, Walton were retired. 


Mr. Vaughan thanked the members of the Committee for the kindness 
afforded him and his assistants in the course of his deposition. 


Mr. G. A. Matthews, of George A. Touche & Company, auditors, was 
called. He read the Canadian National Railways System Auditors’ Report 
for 1943, and following his examination, the said report was approved on 
motion of Mr. Roebuck. 
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Mr. Matthews was retired. 


The Chairman expressed the appreciation of the members of the Com- 
mittee to the officials of Trans-Canada Air Lines, Canadian National Railways, 
Department of Transport and to Mr. Matthews. 


At 5.45 p.m., the Committee adjourned at the call of the Chair. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or COMMONS, 
March 29, 1944. 


The Standing Committee on Railways and Shipping met this day at 4 
o’clock p.m. The Chairman, Mr. J. P. Howden, presided. 


The Cuarrman: I see that the committee made good headway in the 
-chairman’s absence last night, for which I am very glad. I believe that the 
report of the Canadian National Railways was dealt with last night; but one 
member of the committee, Mr. Harris, has a matter to put before the com- 
mittee in connection with the Canadian National Railways report. I think 
‘t would be the wish of the committee that we ask Mr. Harris to proceed now. 
Then we shall go ahead with something else. 

Mr. Hares: Thank you very much, Mr. Chairman. The expedition and 
despatch with which you disposed of the Canadian National Railways report 
is something which might receive commendation in some quarters and perhaps 
not so much in others. Since the inception of this committee, I do not know 
when a chairman was able to get through such a gigantic task with such speed. 
Your kindness in allowing me to ask one or two questions is greatly appre- 
ciated, sir, and I assure you that ‘n the answers to the questions I am going 
to ask, the work 6f the House of Commons will be expedited as well. Other- 
wise these questions would have gone on the order paper and cluttered up the 
work in another place. Before asking these questions, I should like to ask 
first for a breakdown of the refunding measure, which is on the order paper 
of March 28, item number 12, “to provide for the refunding of matured, matur- 
ing and callable financial obligations of the Canadian National Railways and 
for the issue of securities guaranteed by the Dominion of Canada in respect 
of such refunding to an aggregate principal amount not exceeding $200,000,000.” 
We understand pretty well what they are, but it would facilitate matters if the 
officers here could tell us more precisely what securities, what maturities and 
callable obligations are being refunded. That is the first question. 

Mr. VaugHan: All right. Mr. Cooper will give you that. 

Mr. Coorer: In 1944 there is an issue of Canadian National 3 per cent 
nine-year bonds, maturing May 1, 1944, for $35,000,000. There is an issue of 
2 per cent, Seven-year bonds, which matured on February 1, 1944, of $15,500,000. 
There is an issue of 5 per cent Canadian National forty-year bonds which are 
callable in 1944, amounting to $56,704,000; a total of $107,204,000. In 1945 
we have no maturities. In 1946 we have the Canadian Northern 64 per. cent 
sinking fund bonds due on July 1, 1946, $23,754,000 and Canadian National 
Railway 24 per cent, seven-year bonds which mature January 15, 1946, 
$15,000,000; a total of $38,754,000. There are no maturities in 1947 nor in 
1948. So that total maturities in the next five years, including 1944, amount to 
$145 958,000. 

Mr. DonnELLY: There was one issue you referred to which is not due but 
is callable. 

Mr. Cooper: Yes. 

Mr. Donnetty: What is that? When is that due? 

Mr. Cooper: The issue is Canadian National Railways 5 per cent, forty- 
year guaranteed bonds. 

Mr. DonneLty: When is that due? 
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Mr. Cooper: The date of maturity is July 1, 1969, but it is callable in 
1944. We can call it. If we call it, we have to pay a premium of 5 per cent. 
It has not been decided yet whether it will be called or not. So that, Mr. Harris, 
the maturities in the next five years amount to $145,000,000. In 1938 we had 
a Refunding Act of $200,000,000, and of that we have used up to the end of 
1943 about $150,000,000. 

Mr. Harris: Have you stil] power to negotiate on the balance of the 
1938 Act, the $750,000,000 balance, or is that out? 

Mr. Cooper: There is approximately a $50,000,000 balance, yes. 

Mr. Harris: The total excess that you have, by way of legislation over 
and above what you actually require, is $50,000,000 from the 1938 Act and 
$55,000,000 when this resolution goes through. Is that right? 

Mr. Cooper: I am sorry, but I did not quite catch that. 

Mr. Harris: Did I understand you to say that you have about $30,000,000 
left over from the 1938 authority? 

Mr. Cooprer: Yes. 

Mr. Harris: Is that still in your hands, that authority? 

Mr. Cooper: Yes. 

Mr. Harris: Then when this bill goes through, you will also have an addi- 
tional $55,000,000, in addition to the 1938 $50,000,000? 

Mr. Cooper: We shall have $50,000,000 under the 1938 Act and we shall 
have $200,000,000. under the 1944 Act. 

Mr. Harris: The $200,000,000 will be dissipated to the extent of $145,000,000. 
You have that earmarked now? 

Mr. Cooper: Well, some of the 1944 maturities will be taken care of under 
the 1988 Act. 

Mr. Harris: Some will be taken care of under the 1938 Act? 

Mr. Cooper: Yes. 

Mr. Harris: So that you are really projected through for the next six or 
seven years? 

Mr. Cooper: Yes. 


Mr. Harris: Mr. Chairman, I should like to make this deposition. The 
railway company, in my opinion, should be free to negotiate some of these 
securities which are carrying very heavy rates of interest, where perhaps the 
holder of the security is desirous of liquidating the said security. At the same 
time I make this observation in the case of securities that probably have not 
got the backing which would be considered 100 per cent. The officers are 
charged with the responsibility of making the best possible deal on such 
securities. What I am thinking about is that undoubtedly some of these securi- 
ties are on parts of the railway lines or on parts of the railway assets which 
themselves are not a 100 per cent asset. They probably carry, on the other 
side of the books, liabilities. Tf they were put through the wringer, as the 
expression is, they might be bought back in at a much lower price. I think 
the company ought to be free to negotiate and clean up as many as possible 
of those 5 per cent and 6 per cent—some more than 6 per cent—securities that 
presently appear on your balance sheet. ‘ 

Mr. VaucHan: That, of course, is very good advice, and we are proceeding 
as opportunity offers along those lines. We have up now with the Department 
of Finance the question of refunding that $56,000,000 issue. It was not callable 
until 1944, but it can be called in any six-month period. We are now negotiating 
a rate of interest to refund that, but we have not arrived at a definite conclusion 
as yet. 


RAILWAYS AND SHIPPING 141 


Mr. Harris: While these rates are so low. 

Mr. VaucHAN: That is quite true. 

Mr. Harris: I would say, speaking personally, that now is the time to clean 
up a lot of them. 

Mr. VAUGHAN: Yes. 

Mr. Harris: Mr. Chairman, the other questions I had in mind were ques- 
tions which would ordinarily have gone on the order paper. The other chamber, 
as we all know, has a very heavy agenda. The source of the information is in 
those who appear before us now. I will run over the questions, and with 
regard to any of them which the officers presently here are able to answer 
without too much research, I would appreciate having those answers go on the 
record. It will: avoid the necessity of cluttering up the work of the other 
chamber. 

I have already supplied the management with a copy of the questions, and 
I will run over them rather hurriedly, or in order to save time, if you wish it, I 
will hand the copy in to the reporter. 

Mr. VaucHan: I would suggest that you give a copy to the reporter. We 
have one here. There are some of the questions we can answer here and we 
shall be glad to do so. The others would take a long time to prepare. 

Mr. Harris: Yes, I understand. If that meets with your approval, Mr. 
Chairman, I shall be glad to follow that procedure. 

The CHAIRMAN: Quite so:: 

Mr. Rorguck: What is the general tenor of the questions? 

Mr. Harris: The general tenor of the questions, Mr. Chairman, is as to 
what railway systems or companies were taken over by the C.N.R. and at what 
date did the C.N.R. commence operations, what amount was paid in cash, in 
euaranteed bonds and so on. That is the tenor of the questions. It is a 
matter of expediting it. If the chairman felt. disposed to rule it out of order, 
it would mean putting them on the order paper. 

Hon. Mr. Micuavp: I agree with the procedure suggested, 

The Cuarrman: I think that is a good idea. I think it is a good idea to 
get it cleared up. 

Mr. Harris: Then I will hand a copy of the questions to the reporter. 

Mr. Hanson (Skeena): Will the answers appear in the record too, Mr. 
Chairman? 

The Cuarrman: Mr. Cooper is going to read the questions and answers. 

(The questions referred to by Mr. Harris follow.) 

1. At what date did the Canadian National Railways commence operations? 

2. What railway systems or companies were taken over by the C.N.R. 

and what other subsidiary companies, steamship, hotels, telegraphs, 
etc. were taken over? 

3 What was the total cost to the Canadian National Railway system in 

each case? 

4. What amount was paid in each case— 

(a) in cash 
(b) in guaranteed bonds 
and (c) otherwise? 
5. What is the total amount advanced to the Canadian National by the 
government of Canada— 
(a) in cash out of Consolidated Revenue Fund, 
(b) by special appropriation bills, 
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and (c) by new securities, such as guaranteed bonds, debentures, stocks, 
etc; 

from date of inception to December 31, 1942? 

6. What were the deficits or surpluses each year to 1942— 
(a) on operation, 

and (b) after paying interest and other charges? 

7. What was the total mileage of railway of all the companies taken over 
by the Canadian National system? 

8. What was the total mileage of railway under operation by the Canadian 
National system on December 31, 1942? 


Mr. Cooper: There are eight questions, and I think we can give now the 
answers to three of them. As to the remaining questions, it would take a con- 
siderable time to develop the full answers required. Question 1 is, “At what 
date did the Canadian National Railways commence operations?” TI think the 
answer to that would be January 1, 1923. 

Question No. 5 is “What is the total amount advanced to the Canadian 
National by the government of Canada (a) in cash out of Consolidated Revenue 
Fund; (6) by special appropriation bills, and (c) by new securities, such as 
guaranteed bonds, debentures, stocks, etc., from date of inception to December 
31, 1942.” 

The information necessary to answer that question is given as an appendix 
to the public accounts in accordance with the Canadian National Railways 
Capital Revision Act of 1937. 

Cuestion 8 is, “What was the total mileage of railway. under operation 
by the Canadian National system on December 31, 1942?” The answer given 
in our report for 1942 is 23,560 miles. 

Hon. Mr. Micuavup: That answers three of the eight questions. 

The CuHairman: Mr. Harris, I understand you would like the answers to 
the other questions to go on the record? 

Mr. Harris: I think it would expedite things, and save a lot of fussing 
elsewhere. » | 

The CHarrMan: Is that possible? Can we get the answers to these other 
questions so as to incorporate them in this record? 

Mr. Harris: I will amend the questions in any way you say, in order to 
avoid a lot of unnecessary research. 

Mr. Cooper: It will undoubtedly take considerable time to prepare the 
answers to these other questions. I think all we can do at the present time is 
to promise to do our best. 

Mr. Harris: You can generalize. 

Hon. Mr. Micuaup: You would be satisfied with having the questions as 
soon as possible, Mr. Harris? . 

Mr. Harris: Yes. I think it is much easier to do it here than have the 
minister do it in the other chamber. 

Hon. Mr. Micuavup: All right. 

Mr. McCutxiocu: Will that hold up the printing of the record? 

The CHatrman: It might go in as an appendix, I suppose. I do not know. 

Hon. Mr. Micuaup: No. It would hold up the printing of the proceed- 
ings of this committee if we had to wait until the replies were ready in order 
to complete the record. We shall have the questions on the record. You will 
be satisfied to have the answers whenever they are ready, Mr. Harris? 

Mr. Harris: Yes. 
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Mr. DonneLty: You could send a copy of the questions and answers to 
each member of the committee. 


Hon. Mr. Micuavup: All right. That is agreed. 


The Cuatrman: All right, Mr. Vaughan. Shall we proceed with the 
budget? 


Mr. VaucHAN: Very well. 


CANADIAN NATIONAL RAILWAYS 


Summary of Financial Requirements for the Year 1943 Compared with Amounts 
Budgeted, also Proposed Budget for the Year 1944. 


Page 1943 1943 1944 
No. Budget Actual Budget 
Operating Budget 

Gaps ilu Menten nao: w/e eke ee 2. $25,000,000 $35,639,412 — $30,000,000 

Mr. Harris: Is it your purpose to question as we go along, Mr. Chairman, 

or shall we come back? | 
Mr. VaucHAN: Just as you wish. 
The CuHatrman: Mr. Vaughan is prepared to answer any questions. 
Mr. Harris: I should like to know what the management proposes to 
do with their surplus in the year 1944? 
Mr. VaucHANn: ‘We would hand it back to the government, the same as 
we have done each year that we have had a surplus. 


The Cuairman: Gentlemen, I may say that I am a little bit deaf. It 
does not matter about me, but I fancy that other members of the committee 
are having difficulty in hearing the proceedings. I should like to appeal to 
the members to speak a little louder, if possible. 

Mr. Rorsuck: There must be some comment to be made in a general 
way, I should fancy when we see a budget of $25,000,000 for 1943 and an 
actual expenditure of $35,000,000. 


Mr. McCuutocu: No. That is gain. 
Mr. VaucHan: That is $15,000,000 better than we budgeted for. 


Mr. Rorsuck: Perhaps we had better wait until we get the whole thing. 
We will understand it better then. 


Hon. Mr, Micuaup: Yes. 

Mr. Roxrsuck: All right. 

The CHarrMan: Go ahead then, Mr. Vaughan. 
Mr. VaucHan: Very well. Continuing: 


Page 1943 1943 1944 
No. Budget Actual Budget 
Capital Budget 
Additions andy Betterments aa} 206) seal os oe 3 12,200,000 $ 4,103,569 $18,611,500 


Mr. Harris: On that question, how much of that will be indented from 
the Department of Munitions and Supply? 


Mr. VaucHaNn: That is a very difficult question to answer. 
Mr. Harris: How much was indented for the year 1943? 
Mr. VaucHan: Have you any figures to show what amount of money 
we collected from the Department of Munitions and Supply in 1943? 
Mr. Harris: I understand they are making box cars for you. 
Hon. Mr. Micuaup: No. 
Mr. VaucHan: None of the capital budget of course, is collected from 
the Department of Munitions and Supply. 

Hon. Mr. Micuaup: The Department of Munitions and Supply does not 
make any box cars for us. 
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Mr. VaucHan: No. 
Mr. Harris: I am sorry. I cannot hear that. 


Mr. VaucHan: The Department of Munitions and Supply has nothing 
to do with our equipment or our box cars. 3 


Mr. Harris: Quite so: But they are doing work for you now. 
Hon. Mr. MicHavup: No. 


Mr. VaucHAan: No, I do not think the Department of Munitions and 
Supply are doing any work for us. We are doing plenty of work for them. 


Mr. Harris: Right. They are not doing any for you? 

Mr. VaucHaANn: No. 

Mr. Harris: Do you indent on them for any equipment of any con- 
sequence? 

Mr. VaucHan: No, sir. 

Mr. Harris: There is some confusion there. 

Hon. Mr. Micuaup: Except for priorities. 

Mr. Harris: I do not mean that. JI mean the actual article itself. 

Hon. Mr. Micuaup: No. 

Mr. Watton: There is the munition works. 

Mr. VaucHAN: There is a company, Mr. Harris, known as National Rail- 
way Munitions at Point St. Charles which is purely a government-owned 
company. 

Mr. Harris: Right. 

Mr. VaucHan: Which we operate on a free basis for them. 

Mr. Harris: Yes. That company is doing work for the Canadian National 
Railways system as well as for the Department of Munitions and Supply? 


Mr. VaucHan: No, sir. It is not doing any work for the Canadian 
National Railways. On the other hand, the Canadian National Railways is 
doing work in its shops for the Department of Munitions and Supply. 


Mr. Harris: Yes. I understand that. 


Mr. Nicnotson: Were the men employed in this munitions branch included 
in the total number of employees you gave yesterday? 


Mr. VaucHan: No. 
Mr. NicHoutson: You have some of your regular employees transferred? 


(Mr. VauGHAN: Some went over to the National Railway Munitions, when 
the plant started. | 


Mr. NicHoutson: You protect their seniority, do you not? 

Mr. VAUGHAN: Yes. 

Mr. NicHotson: Have you any idea as to how many that would be? 

Mr. VaucHan: I would say there would probably be 100 of our men there. 
Mr. Watton: Yes; between 100 and 120. 

Mr. NicHoutson: Of your permanent employees. 

Mr. Watton: On loan to munitions. 


Mr. Harris: There are some crown companies producing box cars and 
some other railway equipment at the present time. 


Mr. VaucHan: I do not think so. The only companies producing railway 
equipment are the Eastern Car Company of New Glasgow, which is owned by 
the Dominion Steel and Coal Company; the Canadian Car and Foundry Com- 
pany, and the National Steel Car Company at Hamilton. The producers of 
locomotives are the Canadian Locomotive Works at Kingston, the Montreal 
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Locomotive Works at Montreal, none of which have any connection with the 
crown except to the extent that they may be doing other work for the crown. 


Mr. Harris: I will reserve any further questions I may have. 
The CuatrMan: Will you proceed, Mr. Vaughan. 
Mr. VaucHAN: Very well. 


Page 1943 1943 1944 
No. Budget Actual Budget 
Acquisition of Securities... ......60 20045. 3 $ 1,294,300 $ 235,735 $ 1,921,000 
Retirement of Maturing Capital Obliga- : 
tions, including Sinking Fund and Equip- 
ment -Prinermpal, Payments. 4. 25 cae ee. 4 9,552,000 9,353,597 9,117,000 
Less—available from Reserves for Deprecia- Ge 
tion and Debt Discount Amortization... 17,000,000 19,570,228 19,100,000 


$ 6,046,300 $ 5,877,327 $10,549,500 
New Equipment—Hire-purchase agreement 


with Dominion Government ............ 5) 43,916,394 18,852,007 41,597,554 


otal Gapital Wudgebiy ws sree aes sioute $49,962,694 $12,974,680 $52,147,054 


Statutory Authorization 
Trans-Canada Air Lines Capital Stock..... SPOOL OO Ca re ie ame Aare $ 400,000 


Mr. Harris: Would the president make any deposition as to the recom- 
mendation made by the auditors with regard to setting up a depreciation ac- 
count? That is found in the auditors’ statement, probably. It deposes there 
that the management feels disposed to leave it until after the war and when 
peace comes. 

Mr. VauGHAN: You are referring, I presume, to the depreciation on fixed 
property.> ; 

Mr. Harris: Right—capital property. 

Mr. VaucHan: That has not been recommended by our auditors. We 
covered that pretty fully in the annual report last year and there has been no 
change since that time. We are not accruing at the present time depreciation 
on fixed property; that is being taken care of by retirement accounting. 

Mr. Harris: The auditors recommend, “That the adoption by the Canadian 
lines of depreciation accounting for road properties, under any specific plan, be 
made contingent upon the establishment by the dominion government of uniform 
accounting regulations, of a mandatory character, applicable to Canadian rail- 
ways. It is our considered opinion that such governmental regulations, to 
which we have made reference for several years, should be established as early 
as possible in the post-war period.” 

Peace may not be declared for ten years. In the meantime you have high 
earnings and you have an opportunity to establish this reserve account. How 
would you interpret that considered opinion, “as early as possible in the post-war 
period”? It is not very definite. 


Mr. VauGHAN: That would require a great deal of valuation, Mr. Harris. 
Mr. Harris: Quite. I understand. 


Mr. VaucHan: We have not got all our individual properties valuated. 
The American railroads spent two or three hundred million dollars in doing 
that, and although they had authority to put in depreciation on that account 
for many vears they did not do it. 


Mr. Harris: May I interrupt you there? Under the Interstate Commerce 
Commission they have been doing that for thirty vears? 


Mr. VaucHan: No. They have had depreciation on equipment but not 
depreciation on fixed property. 


Mr. Harris: We even have not got that to the same extent as they have? 
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Mr. VauaHan: They have had authority, as I say, to put into effect that 
depreciation on fixed property for a good many years and had valuations to do 
that but they did not do it until this tax situation came along. That is considered 
by a good many in the United States as what they call expediency accounting. 
I think that is something we will consider immediately after the war when we 
have the men and facilities available to make a valuation of our property, and 
we will then consider what is the desirable thing to do. 

Mr. Harris: Just to close this, Mr. Chairman, I wonder if it would be 
asking too much that when the statements come down another year a little bit 
more be said about the policy with regard to depreciation, not only on equip- 
ment, but on capital structure also? 


Mr. VaucHan: I do not know whether you had the opportunity to read 
our 1942 report but it is very fully set out on page 2 of our 1942 report as to 
what our policy is and the reason for it. 


Mr. Harris: What success have you had in pursuing that policy? To my 
mind this clause kind of dampens the enthusiasm that was engendered in the 
1942 report, this last sentence, ‘‘should be established as early as possible in 
the post-war period”. That dismisses the 1942 report, as I view it. 


Mr. VaucHan: I might read just for a moment, if you will permit me, Mr. 
Chairman and Mr. Harris, an extract from the 1942 report. It says: 


A recent order of the commission, however, prescribes the adoption 
by United States railroads, effective January 1, 1948, of depreciation 
accounting for certain classes of fixed depreciable property including 
buildings, stations, shops, bridges, etc., but excluding the track structure 
(rails, fastenings, ties, ballast) which will remain on the retirement basis. 


Mr. Harris: I understand that. 
Mr. VAUGHAN: cy 


This order will be followed by the United States lines of the system 
but it is not intended at this time to extend it to the Canadian lines of the 
system. The change constitutes an important departure from a long 
established practice and it seems advisable to wait until the experience 
of the United States carriers is available. In any event compilation of the 
data necessary to permit its adoption would involve a large amount of 
work on the part of the technical officers of the railway, and it is not 
reasonable that work of this nature should be undertaken at this time 
when there are more important things to be done. 


Mr. Harris: Quite. 
Mr. VaucHan: That is the way we left it. 


Mr. Harris: I am quite in accord with that, but what dampened my 
enthusiasm was that they have shifted the position now from the experience of 
the United States lines to the position, “as early as possible in the post-war 
period”. I agree with the 1942 report. 


Mr. Cooper: In the auditors’ report, Mr. Harris, they do not recommend 
the adoption by the Canadian National Railways of depreciation accounting on 
fixed property. What they do say is—I am reading at the foot of page 2— 


In any event, we recommend that the adoption by the Canadian lines of 
depreciation accounting for road properties, under any specific plan, 
be made contingent upon the establishment by the dominion govern- 
ment of uniform accounting regulations, of a mandatory character, 
applicable to Canadian railways. It is our considered opinion that 
such governmental regulations, to which we have made reference 
for several years, should be established as early as possible in the 
post-war period. 
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I believe that what the auditors there are recommending is uniform accounting, 
and the adoption of the depreciation accounting should be contingent upon the 
adoption of uniform accounting. 

Mr. Harris: I quite agree with that. What I did not like was that it 
should be established as early as possible in the post-war period. If you put a 
period after “several years” why the report is in order and we will meet the 
problem each year until we get somewhere on it. 

Mr. VaucHAN: That question of uniform accounting has been up for a 
great many years, but we have not been able as yet to make very much pro- 
egress on it. 

Mr. Harris: Quite, it is a big problem. 

The CuHatrMaAn: Proceed, Mr. Vaughan, please. 

Mr. VaucHan: Total capital budget, 1943, $49,962,694; 1943 actual $12,- 
974,680; 1944 budget, $52,147,054. Statutory authorization, Trans-Canada Air 
Lines capital stock, $400,000, 1944, $400,000. 

The next page is a comparative statement of net income results for the 
years 1943 and 1944 which is a breakdown of the first item on the first page of 
the statement I have just read. Would you like me to read this, Mr. Chairman? 


The CuHairMan: It is up to the committee. 


CANADIAN NATIONAL RAILWAYS 
Comparative Statement of Net Income Results for Years 1943-1944 


1943 1943 1944 
Budget Actual Budget 
Net Income Results 
Operating Revenues, excluding 20% contribution, 

IW Dd RU Oso) SAIN tg Ue MIA Ar SONS a hg ORG ED aes aa $395,025,000 $435,783,047 $417,140,000 
Contribution from Government under Maritime 

Preight, Kates Act. .(20%:), bees: Hee Mata hin nt tae 4,500,000 4,140,863 4,000,000 
Government Share of Operating Account, P.E.I. 

OarelWerryvand gl erminalsy: <2 be Vo aa ', 475,000 692,045 560,000 
Total Railway Operating Revenues............... 400,000,000 440,615,955 421,700,000 
Hailway. Operating Hxpenses. 045... 50 fey ee 311,500,000 324,475,670 333,200,000 
Net Operatine i meventiew cir 0a. lieu mien >... 88,500,000 116,140,285 88,500,000 

ERE OTA ee RA ELOV aed, Alte ete wetter Cpa! See. 77:°88% 73°64% 79°01% 
Revenue appropriated for Pension Reserve...... -— 19,069,000 Be 
Net Operating Revenue after appropriation for 

Le STAs ich Cir SZSh TSN ir ann Shhh QO ee Se DO cola ae 88,500,000 97,071,285 88,500,000 
rere Pre oie un terse crate is cil Ne ance a al eet, 12,932,000 11,768,829 10,351,000 
Netmareilabler tor Interests. est. fcc bee lk 75,568,000 85,302,456 78,149,000 

Interest Charges 
Interest due Public on Long Term Debt......... 31,268,000 30,998,196 28,191,000 
Interest on Dominion Government Loans for 
Sapiialrand Ter undine ae Mott ayal sis cna Mies 19,300,000 — 18,664,848 19,948,000 
Lotal ‘Interest Charees. <tr. 0 ee tes ire 50,568,000 49,663,044 48,149,000 
Pasa SS USTs ee Ai ear tei beets hae Th gue oN eed Ne $ 25,000,000 $ 35,639,412 $ 30,000,000 


Note: The 1944 Budget includes $1,748,000 for Contribution to Deficit of I.C.R & P.E.I. 
Provident Fund and $100,000 for Contribution to Grand Trunk Railway of Canada Super- 
annuation and Provident. Fund Association. 


(Page 2 carried). 


Mr. VaucHan: The third sheet is a comparative statement of capital 
expenditures for the years 1943, 1944. That also is a breakdown of the figures 
I have given you previously. 
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CANADIAN NATIONAL RAILWAYS 


Comparative Statement of Capital Expenditures 
Years 1943-1944 


1943 1943 1944 
Budget Actual Budget 
Additions and Betterments 
(A ELA TUET) EROS EOTL lee cs ta lait) Gia aeoes sesh ba ous lide Sihsuie tet a shave) = $ 1,369,263 $ 607,834 $ 1,281,529 
Gentew! ee AN UR OUTS RRND OL oe hk eR 5,050,567 2,933,036 7,709,461 
Western Region ....... cece eects ee rece seeee 3,548,526 721,821 2,691,719 
Grand Trunk Western Railroad Peat vee 363,279 26,010 909,052 
Central Vermont Railway, Inc. .......,.....- 124,909 12,244 118,854 
Montreal Terminal Construction ...........--- 363,568 258,454 313,000 
P.EI. Car Ferry and Terminals ...........-.. 35,700 6,637 48,700 
Subsidiary Compamies .........-sese cece sere 146,814 165,529 317,255 
General, including Additions and 
Betterments to equipment fon. te we. ses ~ 2,715,268 885,195 3,381,181 
12,717,894 5,261,214 16,770,751 
Equipment purchases ......6 06s sere eee cee es 425,968 296,536 2,874,849 
Equipment retirements ..........- AMAA AV Te Nan 943,862 1,454,181 1,034,100 
Total Additions and Betterments 


less Retirements Vio vac esas oe & veil pie's y+ ee. $ 12,200,000 $ 4,103,569 $ 18,611,500 


Acquisition of Securities 
Toronto Terminals Railway 
Joint with Canadian Pacific Railway Co. 
general Additions and Betterments — 
CUNER Po poerbion so Uae cock taste suites $ TOOL OO aid IEA Des ame had 2 $ 100,000 


Northern Alberta Railways 
Joint with Canadian Pacific Railway Co. 
general Additions and SBetterments — 


GIN Ri sproportion (00% see icaekge << eeesie 1,050,000 250,000 500,000 

Debt redemption——C.N RY proportiony DOGS oi Wh ro Nae teeta ena oe at a aac) 1,210,000 
Chicago and Western Indiana Railroad 

Advances under agreement of March 1/36 .. 144,300 142,863 143,000 


Detroit & Toledo Shore Line Railroad 
Reduction in ledger value of Capital Stock, 
by application of amounts of special 


Givid ends 2PECSTVE 1 gee Spt tials. ode laecter elt cenit ety renee ae 225,000 42,000 
Atlantic and St. Lawrence Railroad 
Purehase: ofciGapital Stock sue aesih teres Nats Ma) May MOR ag eas 67,872 10,000 


$ 1,294,300 $ 235,739 $ 1,921,000 


The CHAIRMAN: Carried? 


Mr. Harris: Before you carry that page will $100,000 be sufficient for the 
betterment in the’Toronto Terminal Railways due to the big development going 
on in the industrial area of the harbour? 


Mr. VaucHan: That is the figure that has been put in by the management 
of the Toronto Terminal Railway as what they require for the year 1944. It 
was gone over very carefully by our engineers in Montreal and the amount was 
approved of as being a satisfactory amount. 

Mr. DonneEtLy: $200,000; this is 50 per cent. 

Mr. Harris: Just for a moment I should like to make a statement and 
leave it on the record, When the plans were first developed about 1917 at the 
easterly end of the Toronto terminals development, namely the Don river, there 
was a plan made and projected for a bridge across into the sorting yards from 
the westerly side of the Don to the easterly side. Meanwhile there was a tem- 
porary structure on the right of way of what is known as Keating street. They 
used the temporary structure in the meantime, and that structure which was 
surveyed and supposed to have gone into the sorting yards in 1917 has never 
yet been built. We have been through difficult periods, we understand, but the 
net result of the whole matter is that we have been using a temporary structure 
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with very considerable derailments, great delays in holding up traffic, ingress 
and egress to the properties to the north of Keating street, due to the fact that 
the structure was not put in place where it was first proposed. 

Unfortunately in February of this year the Don river caught on fire due to 
oil from oil refineries in the neighbourhood. The hazard there 1s of tremendous 
proportions for the reason that it is surrounded on all sides by oil refineries, the 
Imperial Oil, British American Oil, and McColl-Frontenac. If it had really got 
out of control the disaster would have been of great magnitude in that whole 
area. It more or less hinges on the fact that the original intention of the 
Toronto terminals was not carried out in making the proper approach to that 
sorting yard. I bring it to the attention of the management. $100,000, of 
course, would not begin to repair and put that in. 

Mr. Vaucuan: No, that was not in contemplation. 


Mr. Harris: It would not put it in proper condition. As a matter of fact, 
I think the cost to the Canadian National Railways of the fire that did happen 
there on the Don river will probably exceed even this figure here whereas if 
the 1917 proper plan had been put through that might have been averted. 
It is a question what was the cause of the fire. Some think it is from the 
dumping of the ash cans of the engines over the bridge structure. It is a 
problem as to what actually happened, but had conditions in Canada been such 
that that proper betterment had been put in at the time, apart from the incon- 
venience to the public due to them using the right of way of the street and 
using the old temporary structure, we would have had a job which would have 
facilitated the movement of freight in that area and at the same time have a 
proper betterment to the system there. I mention that now, Mr. Chairman, 
because in these days of rising revenues, and due to the importance of the 
work which is being carried on in that great industrial area, the management 
might feel disposed to give some consideration to carrying out their original 
plan. I might say in the sortation yard they find it necessary each morning 
to shunt their cars and use the street itself for the sortation of cars with the 
result that scores and scores of employees going to their work in the morning 
between the hours of seven and ten are held up. I do not want to reflect on the 
crews; they do the best they can to let traffic through but they are held up. 
There is a line-up there every morning. I have to traverse the same area four 
times a day when I am in Toronto so I know what I am talking about. It is 
all due to not carrying out the original sorting yard idea that was blueprinted 
and approved as far back as 1917. The next thing that is going to happen 
there in this sortation of cars on the main highway—and it is a main highway 
because it is a continuation of Fleet street—is that as sure as we are sitting 
here there is going to be a serious accident in that area. I bring that to your 
attention. 

Mr. Vaucuan: We will certainly look into it thoroughly. I do not know 
whether you have any reports on it, Mr. Walton? 

Mr. Watton: I have nothing on it at the moment. I might just add, of 
course, that. the $100,000 is purely the joint terminal expenditure apart from 
the separate railway expenditure in the terminal. 

Mr. Harris: I quite understand that, but it was an opportunity to bring 
this to your attention. . 

Mr. Nicuotson: I should like to ask the president what the plans are for 
construction in the western region this year. I have had some correspondence 
in connection with the building of a new station at Nut Mountain, Saskatchewan. 
This correspondence has extended over several years. Owing to the shortage 
of material and labour the question of building a station and living quarters has 
been postponed from time to time. My information now is that the house the 
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agent is living in is the only house in the community which is available for rent 
and it has been sold, and as happened on a previous occasion, the agent’s family 
will have to live in the nearest town. Now that materials are not quite so tight 
and there are more men available in the building trades what is the policy in 
connection with new building in 1944? 

Mr. VauGcuan: Is there anything in our budget for that? 

Mr. Watton: I was just looking to see if there is a separate item. 

Mr. VaugHAN: I remember we heard from you and we asked for a report 
from our vice-president in the west. I do not recall what the reply was or 
whether it was put in the budget. , 

Mr. NicHotson: What is your general policy? 

Mr. VaucHan: Our general policy during the war is not to spend any 
money that will use material that is needed for war purposes unless it is abso- 
lutely necessary. 

Mr. NicHotson: How much of these items for additions and betterments 
will go toward providing new stations and living quarters? 

Mr. Watton: There are very few items for new stations this year. 

Mr. Nicuotson: There are very few? 

Mr. Watton: Yes. 

Mr. NicuHoutson: It has been pointed out that the C.P.R. were able to build 
a new station in the same area where the same situation exists as far as material 
and lumber are concerned. I have difficulty in explaining why the C.P.R. can 
find new materials and the C.N.R. cannot. 

Mr. VaucHAN: What was the name of that station? 

Mr. Nicnotson: Nut Mountain. 

Mr. VaucHAN: I remember the correspondence. 

Mr. Donnetuy: Has there been a station there before? 

Mr. NicHoutson: Just a small box car arrangement, and the information I 
-have is there is a lot of business, 

Mr. Watton: It is quite a grain shipping point. 

Mr. VaucHan: I will take that up right away. 

The CHatrmMan: Carried. Next sheet. 

Mr. Rorpuck: Tell us what the additions and betterments to equipment 
are? Is that just cars? | 

Mr. VAaucuan: That is cars and locomotives that we propose to order and 
have delivered during the year. 

Mr. Rorsuck: That is good news. 

Mr. VAuGHAN: Locomotives, and various kinds of freight equipment, box 
cars, hopper cars. 

Mr. Donnetiy: These general additions and betterments to the northern 
Alberta railway are just the same thing? You are not putting in a new railway 
line there? 

Mr. VAauaHan: No. We, as you know, have a joint interest in that line - 
with the Canadian Pacific Railway. 

Mr. Donnetty: You are not extending your lines at all? 
Mr. VAUGHAN: No. 

Mr. Emmerson: In the equipment for 1944 I see an item of twenty of the 
Mountain type locomotives. _What difference is there between that type and 
the Northern. You had the Northern type in 1943? 
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Mr. Vauauan: The difference is in the wheel arrangement. The Northern 
type is 4-8-4 and the Mountain type is practically the same only it has got two 
less small wheels. 

Mr. Emmerson: Is it used for express or freight? 


Mr. VAuGHAN: It is used for both. It is interchangeable for both freight 
or passenger. It is not quite as heavy a locomotive as the Northern type. 


Mr. Harris: Mr. Chairman, is there any portion of this item “general, 
including additions and betterments to equipment, $3,381,181,” that might be 
applied to help the generally congested conditions in the city of Toronto or must 
that go through the Toronto terminals? 


Mr. VaucHAN: This item here which you refer to of $3,381,181, additions 
and betterments to equipment, comprises a large number of things mostly new 
appliances for locomotives and cars to increase their efficiency. 

Mr. Harris: What I am thinking about, Mr. Chairman, is this. As we all 
know, traffic is tremendous just at the present time. In the Union station at 
Toronto the service given by the employees is splendid. There is no complaint 
at all. They are doing the very best they can and are doing a wonderful job. 
They found it necessary to take out certain equipment that was in the station 
such as benches where people could rest while they were waiting on trains, on 
account of the congestion. The net result of that is that people find it necessary 
to stand in line waiting for their train to be placed on the track. There was 
one experience a year ago where people stood from 10.30 p.m. until 2.30 the next 
morning. That was March 8th of last year. It was a condition that the rail- 
way could not help because there had been a blizzard on that particular day 
which froze up all the frogs and they could not get their trains placed. Three 
people collapsed in the line, which is not a great number, but at the same time 
the equipment was not in there where they could be laid out on benches and 
they had to drag them out and put them into an anti-room. We are going to 
have this crowded condition for some time, and I cannot see in the ambit of 
that $100,000 where you can do much about it. I was wondering if there was 
anything in this other vote of $3,381,000 where you would have access to pro- 


viding some extra facilities to take care of the rush of traffic which exists at the 


present time. It is a serious problem. The staff is doing its very best, but this 
is a problem that has to be faced. 

Another suggestion I would make has to do with necessary traffic, and I 
speak of the armed forces particularly. I think the citizens of Canada should 
step aside and give preference to those who must be at their posts the next 
day, people who have been home on leave; and I think the general public should 
step aside and take second place to the troops as is done in some parts of the 
United States. Our Canadian people have not been so generous. Quite true, 
the young people can stand better than some of the older ones, but I am firmly 
of the opinion that many of the older ones should not be travelling. They 
could just as well stay at home. 

Mr. Vauvauan: I am entirely of the opinion that the first consideration 
should be given to those who are in uniform, and we do so as far as we can, 
but what the public do is very hard to control. 

Mr. Harris: I know, but I have got it on the record for public consump- 
tion. With regard to the other point about equipment, what is there in that? 

Mr. Harers: All the benches were taken out on account of congestion. 

Mr. VaucHan: Is it your idea that we should put some of those benches 
back again? 

Mr. Harrrs: Are there any rest-room facilities, or could the Toronto 
terminals provide some rest-room facilities more than are presently available 
for people who have to wait two or three hours? 
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Mr. Watton: I do not think there is any space left for any more rest- 
room facilities than are available now, and the very reason for taking out the 
settees in the lower concourse was to give as much space for people as possible. 

Mr. Harris: Quite right. 

Mr. Wauton: To do anything more would appear to be a major job. I 
do not know just what could be done. 

Mr. Harris: Perhaps a survey might be made to find out how some little 
relief could be given. 

Mr. VaucHan: We will be glad to go into the matter. I do not think 
anyone could appreciate the crowded situation in the Toronto station at week 
ends unless he has seen it, and you have seen it. We were afraid of accidents. 
People were crowding in on top of each other and falling over these benches, 
and that was the reason some of them were removed. 

Mr. Harris: I agree with you. 

Mr. Rorsuck: Could not the benches be put upstairs out of the way? 
Mr. Watton: There are benches on the upper concourse. 

Mr. Rorsuck: I am thinking of the righthand side as you go in, there is 
a waiting room there. 3 

Mr. Watton: At times they fill the lower concourse and what you might 
call the main one. The whole space is crowded. 

Mr. Nicuotson: And are the people standing? 

Mr. Wauron: They are there as thick as they can be, taking up all space. 
Mr. Harris: The eastern end of the concourse is vacant practically all the 
time. That might be used. 

Mr. Rorsuck: That is what I was thinking of. Some space might be 
found in one part or the other where you might put some benches. 

Mr. VaucHAN: We will make a thorough investigation. 

Mr. Rorsuck: There is another phase of this matter that has some refer- 
ence to what Mr. Harris has been saying. In the past when things were less 
normal than they are now—because I think they are normal now; we should 
always have a great deal of travel, although much of it is due at the present 
time to military travel; but in the old days when there were few people on 
the trains that was an abnormal picture—but in those periods we had the sale 
of seats so that people could reserve seats and go down in a quiet way to the 
train and thus avoid all this nervous strain of standing in line. Now, we have 
abolished the chair car and the reserved seats. It was necessary, no doubt, 
to abolish the chair car because the chair car was wasteful in space. But I 
wonder whether it was necessary to abolish the reserved seats. We have at 
the present time a number of types of cars, passenger cars, some of which are 
splendid, of great capacity and very comfortable, and then these cars grade 
off until you come to the old fellows that seem to have been made Just after 
the ark. Those cars are of wooden construction and they are dangerous and 
they are very uncomfortable. Would it not be possible to re-establish the 
sale of the seats? Perhaps you could sell the better ones first and grade down 
as your quality of car decreases in value and comfort. Why would it not be 
possible to sell a man @ seat rather than ask him to stand in line for hours to 
get a seat? 

Mr. VaucHan: That has been a question which has been under much 
consideration and we have studied it from every angle. Before, as you know, 
we did reserve and sell seats only in parlour cars; we have never sold seats at 
any time in what we call first-class coaches. 

Mr. Roresuck: No, but they are doing that in the United States. 


Mr. VaucHan: Yes, on some of their trains they are doing that. 
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Mr. Rorsuck: On the Empire State Express they are doing it. 


Mr. VauGHAN: Yes, it can be done much easier where you have a through 
train, but where we have a lot of passengers getting on and off at intermediate 
points we would have to hold certain seats for passengers getting on at inter- 
mediate points. 

Mr. Roresuck: In big trains like these you could put people in certain cars 
just as well as you can spread them through all the cars. 


Mr. VaucHan: Yes, except that if you are going from Montreal to 
Toronto you would not like to see space reserved for someone to get on at 
Kingston or Belleville. The cars are so crowded that we have been compelled to 
use the space all the way and get the maximum occupation of them. It is a 
very difficult problem and Mr. Walton and I have studied it from every angle. 
We have gone into it with our passenger people, and we cannot see that any 
change is practicable as applied to conditions at the present time. 


Mr. Rogrsuck: Of course I am not advocating giving something to the public 
for nothing. 


Mr. Vaucuan: I realize that. 

Mr. Rorsuck: I am proposing that they pay for it. 

Mr. VauGHAN: Quite true. 

Mr. Rorsuck: And if the service is worth while it should be paid for. 

_ Mr. Watton: It would take more staff to handle, and that is a serious 

point. : 

Mr. Rorsuck: Girls can do the selling of tickets and that kind of work 
just as well or better than men. 


Mr. Wauton: We have employed a lot of girls but they need to be 
broken in. } | 

Mr. McCutuocu: That would not be fair to the ones who could not afford 
to pay for those seats. They have as much right to comfort in the cars as the 
ones who can pay for the seats. 

Mr. Vaucuan: We might have trouble with the troops. They might com- 
plain, because they might all be huddled in one car where. there was a tremendous 
crowd while other people who were able to pay were occupying nice seats in 
another car. 


Mr. Rorsuck: That applies to reserve seats any place in the country. It 
applies to sleeping cars. Why don’t you have a rush to obtain sleeping cars 
instead of selling them? 

Mr. VaucHan: We are going as far as we can to give the best facilities 
possible to the public under existing conditions. That is a matter for the 
Transport Controller. It was under his direction that we took the parlour 
cars off, and we would have to get approval from the Transport Controller or 
from the Board of Transport to charge for seats in coaches. 


Mr. Emmerson: I suppose it would be out of the question to have addi- 
tional trains, spaced at different times. The greatest congestion I have seen in 
Toronto was at certain hours at night and in the morning. At such times trains 
are crowded. Is there any way of getting additional trains at certain hours? 

Mr. Wauron: Your whole train service is built up to a great extent on 
connections, and the trains need to be run at approximately the times that they 
are operated for the greatest convenience. Then, of course, you have congestion 
at Toronto that you do not experience at any other point, because it is only 
at a point where you have the traffic of two railroads combined in the one 
station that this occurs. 
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Mr. Sanperson: Is not the whole problem due to the military situation. 
You are doing good work—not only you but the C.P.R. also. The whole 
trouble is that there is a war on. . 

Mr. VaucuHan: The congestion is undoubtedly brought about by ‘war 
conditions. 

Mr. Nicuotson: There is quite a large increase in this item. Could the 
president make some statement about the general situation with regard to 
available materials? 


Mr. VauGHAN: Which item is that? 
Mr. Nicuotson: General, including additions, betterments and equipment. 


Mr. Rorsuck: I do not think we should end this discussion with regard to 
improving conditions on the trains by simply saying that we are in a war. It is 
true that we are, but that does not mean that the greatest of energy and con- 
centration should not be placed on the giving of the best possible service, not- 
withstanding the war. I do not bring this up as a matter of criticism. 

Mr. Vaucuan: I realize that. 

Mr. Rorsuck: I bring it up rather with the hope that perhaps conditions 
which are not ideal might be improved. 

Mr. VaucHan: We will be glad to go into that and see whether there is 
anything more we can do. We certainly want to relieve the discomfort of the 
travelling public as much as we possibly can. I do not believe that the Trans- 
port Controller would permit us to sell seats. However, we will be very glad 
te go into the matter again. 

Mr. Rorsucx: I suppose the greatest concentration of passengers in on 
this line to Ottawa. I understand that the trains to Montreal are by no means 
as badly crowded as they are on this Ottawa line. I suppose the reason for that 
is that there are so many servicemen brought a part of the way and transferred 
at Carleton Place to Petawawa. I wonder whether it would be possible to take 
through cars to the camp instead of having them changed at Carleton Place. 

Mr. Watton: I do not know about Carleton Plaee, that is a Canadian 
Pacific point, but we did that with regard to a number of movements. For 
instance, when there is a military movement out of Kingston a section of the 
3 o’clock train that leaves here for Toronto is operated separately out of 
Kingston so as to take as much of the load as possible off the regular train. 

Mr. Rorsuck: Had it not been for that condition, conditions would have 
been intolerable on the regular trains. 

Mr. Watron: That is done in any case where equipment can be made 
available and where such a condition exists. It is true that travel is extremely 
heavy between here and Toronto, but I think probably Mr. McCulloch would 
disagree with you that it is the heaviest point; travel on the maritime trains 
‘is exceptionally heavy. 

Mr. Rorsuck: Of course, I do not know that. | 

The Cuartrman: It is pretty heavy between here and Winnipeg. 

Mr. Warton: Yes, and so it is all over. It is a case of heavy traffic 
everywhere. 

Mr. VaucHuan: We will go into that matter again. 

Mr. Nicuouson: Before you leave that point I would like to refer to this 
item of General including additions and betterments and equipment: Are you 
going to get some additional coaches this year? ) 

Mr. VauacHAN: We cannot get any new passenger equipment. We would 
like to get new coaches. We have applied for them but we have to get priorities 
for new coaches both from the United States and Canada, as quite a few of the 
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parts for passenger cars have to come from the States, and they are not allowing 
passenger cars to be built either in the United States or Canada today. 


The CHatrRMAN: Let us go to page 4. 


CANADIAN NATIONAL RAILWAYS 


ee MG Statement of Maturing Capital Obligations, Sinking Fund and Equipment 


Principal Payments. Years 1943-1944. 


1943 
Budget 
Retirement of Maturing Capital Obligations 
Indebtedness to State of Michigan re Wider Wood- 
Ward aga Venues Detroniin ine anc ik ss seme io ye Ae $ 430,000 
$ 430,000 
Sinking Fund Payments 
2% Canadian National Rlys. Guar. Deb. Stock 
rg I MUR So hee RAL vlc che ONE Geer MIEN Be M35 0h BoE a 397,792 
4% Saint John & Quebec Rly. Ist Mtge. Deb. Stock 6,735 
$ 404,527 
Equipment Principal Payments 
AG Can. National Rly. Equip. Trust Series “KY”... 1,200,000 
44% Can. National Rly. Equip. Trust Series “L”’.... 1,050,000 
24% Can. National Rly. Equip. Trust Series “O”.... 1,430,000 
22% Can. National Rly. Equip. Trust Series “P”.... 500,000 
24% Can. National Rly. Equip. Trust Series “Q”.... 650,000 
th Purchase of Rly. Equip. 1936 (Dom. Govt.).... BLP Za 
34% Purchase of Rly. Equip. 1940 (Dom. Govt.).... 991,968 
31%, Purchase of Rly. Equip. 1941 (Dom. Govt.).... 1,401,141 
5% Cent. Vermont Rly. Inc., Equip. Trust 1929.... 124,000 
5% Grand Trunk Western Rly. Equip. Trust 1929... 283,000 
24% Grand Trunk Western Rly. Equip. Trust 1941.. 570,000 


$ 8,717,282 
- $ 9,552,000 


1943 
Actual 


429,529 


$ 429,529 


$ 218,808 
4 


2 


$ . 225,292 


1,200,000 
1,050,000 
1,430,000 
500,000 
650,000 
517,173 
991,968 
1,382,635 
124,000 


283,000 - 


570,000 
$ 8,698,776 


$ 9,353,597 


1944 
Budget 


$ 430,000 
$ 430,000 


cee ae e 


$ 6,485 


570,000 
$ 8,680,775 
$ 9,117,000 


Notrt.—No provision has been made in the 1944 Budget for semi-annual Sinking Fund pay- 
ments of $250,000 each July 1, 1944, and January 1, 1945, for Canadian Northern Railway 
Company 64% Sinking Fund Bonds, as these amounts, in the "judgment of the Management, will 


not be required. 


Mr. VauGHaAN: Perhaps I should qualify what I said by saying that we 
have in the budget some passenger cars but we have not been able to get 


priorities on them as yet. We may be able to do so during the year. 


come to that later. 


€ 


We will 


The CHatrMAN: Page 5, new equipment under dominion government hire- 


purchase agreements. Is there anything on that? 


CANADIAN NATIONAL RAILWAYS 
New Equipment under Dominion Government Hire-Purchase Agreements 


1943 
Budget 
ae Program—Order in Council P.C. 3433, May 14, 
pa Th eck ie MIRE Rs Aa MN EA WaROR Luk UT $11,703,894 


ie, se OLAU Ye Un proposal included in_ the 
Budget was $32,212,500. This program was later 
revised and approved for $27,000,000, under Order 
in Council P.C. 7721, Oct. 5, [GAR rien te aeerey 32,212,500 
1944 Program—Orders in Council: P.C. 7722, Oct. 5, 
1943, P.C. 8996, Nov. 23, 1943, P.C. 1721, March 16, 
MAS Se tee Lar ara ale at o'er ia yo oie Fa ay aie eel ta teracamMy eee 


eee ee eee 


Total Equipment Purchases under Hire-Purchase 
WPGC TTI ETIUBID ig ost tet ata ed fel ate se al'aco bre to anae epee dager $43,916,394 


1943 
Actual 


$11,426,281 


7,425,726 


ee ee 


coe ee oO oe 


18,806,654 


22,790,900 


$41,597,554 


— 
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DETAILS OF ABOVE FOR 1943 AND 1944 
1941 Program 


Units 

1943 1944 
Northern type locomotives .........+.-+--- 5 
Box’ cars (40=tom) Han el ove swe ote ois poset als» 1,950 
Box baggage cars (40-ton) ..........++---- 50 
Gondolas) (7-tOn) "ea Sac ee se ais pies eiehe 23% 

2,242 11,426,281 

1943 Program 
Northern type locomotives ..........e++0+- 23 ti 
Box cars (40-6000 $0.0) fire Were tate eee) oie ene ware 288 2,762 
Mlateearsy (S0-bon) joi oSieae eine wie oie oath ors bane 200 
Hoppericars \(70-ton) so) ies haw Ree shee gies 250 500 
Freight refrigerator cars .......-.+++.+4-- 100 200 
661 3,669 7,425,726 18,806,654 
1944 Program Proposed 
Mountain type locomotives. oo f.s5 ae ek a. as 5 20 
Box veaks! (40-COr) yeep avaunieha ores Gets tedatce 2,000: 
Ore Garey (DO-Cony ae hace te eres aalies leoetatarine 250 
First-class coaches (air-conditioned) ....... 50 
Sleeping cars (air-conditioned) ............ 30 
Dining cars (air-conditioned) ............. 10 
Bagrare cars iy. th pe wee ontsire me atnerls 25 
PRES | WE ALA IAN ihe 22,700,900 


Mr. VAUGHAN: You will see under 1944 that there are some passenger cars 
there. 

Mr. Emmerson: You spoke of having difficulty in getting passenger cars 
and coaches. Do you have to get some of that equipment from the United 
States? 

Mr. VauaHan: Some of the parts come from the United States. Most of 
the material is available in Canada. But apart from that fact whether it is for 
freight cars or passenger cars, whether they are built entirely in Canada or not, 
we have to get priorities from Washington as well as Canada, and the reason 1s 
that the United States is shipping into Canada tremendous quantities of steel 
every month on allocations, and they are not going to permit the steel to be 
used on box cars built in Canada or for any other purpose unless they approve 
of it. 

Mr. NicHoutson: Dining cars. I think you purchased some dining cars 
for use in the maritimes that operated a buffet as well? 


Mr. VauGHAN: We converted some ears. 


Mr. NicHotson: How has that worked out? Are you planning to extend 
that type of car? 


Mr. VauGcuan: It has worked out quite satisfactorily. 


Mr. Wauron: We have recently turned out a car which is partly a lunch 
car and partly table accommodation. Mr. Hanson may have seen that. 


Mr. Hanson (Skeena): And an observation car also? 

Mr. VaucHan: Not the same as that, but an adaptation of that idea. 

Mr. NicHouson: On the American lines they are using a type of car which 
saves the use of linen and they handle more passengers. 

Mr. Roresuck: They are doing it on the T.N.O. railway; they have a 
splendid system there. 

Mr. VAUGHAN: That is true. We are adopting these new types of cars and 
the simplified services to enable us to serve people more quickly. 


RAILWAYS AND SHIPPING | 157 


Mr. Hanson (Skeena): You had some cars converted—mail and baggage 
cars? 


Mr. VAUGHAN: Yes. 

Mr. Hanson (Skeena): How many were converted in the west? 
Mr. Wauton: I think four. 

The CHAIRMAN: Page 6. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


Comparative Statement of Net Income Results 
Years 1943-1944 


1943 1943 1944 
Budget Actual Budget 
Estimated Net Income from Operation 
Operating) Reventieg! 22. aio). tae lanes bleere sce $ 3,317,000 $ 4,319,419 $ 4,660,000 
Subsidies to be received from the West Indies 
Colonies in conformity with Trade Agreement 
entered into with the Government of the 


Dominion sole Canad Aue cee: Aloe Ce ore asco ayenel a 100,000 172,770 185,000 
‘Lota li RECVGNUGS swale us eee eee 3,417,000 4,492,189 4,845,000 
Onerating mUxpensest i. vovag vane seem ine 6 ten gree 2,320,000 3,188,579 3,754,000 
NetvOperatime ) Incomedt sens. ates 1,097,000 1,303,610 1,091,000 

Interest Requirements on 5%—25-Year Bonds 
issued in 1930; Principal Amount $9,400,000. . 470,000 470,000 470,000 
Exchange Premium on Bond Interest ........ 52.000 51,700 52,000 
Interest on Government Notes and Advances.. 347,000 343,073 338,000 
Ete LINCOM Gt y's aa ue Ne ee Uae ume ney a $ 228,000: $ 438,837 $ 231,000 


Mr. Wauton: This refers to Canadian National (West Indies) Steamships, 
Limited. 

The CHAIRMAN: That is the end of the budget. 

Mr. McCuutocu: I move that the budget be adopted. 

(Carried. ) 

The CHatrmMan: Now we come to the Canadian National Securities Trust. 


Mr. VaucHaNn: This is pretty much a repetition of what appears on page 18 
of the annual report under the heading of proprietor’s equity account. 


The CHAIRMAN: That was discussed thoroughly. 

Mr. McCutuocu: Yes, that was discussed yesterday. 
The CHaiRMAN: Yes, that was discussed by Mr. Hanson. 
Mr. Hanson (Skeena): Is this going into the record? 


The CuarrMAN: Yes, it will go into the record, but the contents were dis- 
cussed at length by the committee. 
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THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


Orrawa, 15th March, 1944. 


The Honourable J. E. Micuaup, K.C., M.P., 
Minister of Transport, | 
OTTAWA. 


Sir,—In conformity with Section 23 of The Canadian National Railways 


Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of The Canadian National Railways Securities Trust for the 
calendar year 19438. 


The book value of the capital stock of the Securities Trust has been increased 
during the year by $37,837,580.54, as shown hereunder: 
Surplus Earnings of the Canadian National Railway System for the year 1943.. $ 35,639,412.23 


Capital ‘Gain ‘on, repatriation <of *seCuritiess fe. i. veers eble eee oe ot bie utp isl shane 2,430,284.25 

$ 38,069,696.48 
Line: Abandonment—Regina Frei¢ht Line: Cut-off viet) s\n a sii ie eae ete) 232,115.94 
Net. Gain ieredited to/-Proprictors © qa iyi. ce cee enema relies alas $ 37,837,580.54 


With regard to the item of capital gain amounting to $2,430,284.25, addi- 
tional repatriated securities were acquired by the Canadian National Railway 
Company during the year under the following Orders in Council: 


P.C. 2484 dated 28th March, 1942—repurchase from the Dominion, at the 
vesting price, of the railway securities purchased by the Dominion from 
the Treasury of the United Kingdom. 

P.C. 2886 dated 11th April, 1942, and 7197 dated 14th August, 1942— 
redemption at the vesting price of railway securities listed in but not 
subject to the vesting order of the Treasury of the United Kingdom. 

P.C. 6002 dated 25th October, 1940—4% Perpetual Debenture Stock issued 
by the Grand Trunk Railway Company. 


These transactions dealt with railway securities having a par value of 
$2 229,055.80. The cost of redemption was $2,119,333.89, resulting in a capital 
gain of $109,721.91 less $239.66 discount not amortized prior to date of redemp- 
tion—a net of $109,482.25. 

Order in Council P.C. 2484 of 28th March, 1942, also dealt with the capital 
stock of the Atlantic and St. Lawrence Railroad Company. This Company 
owns the railway from Island Pond, Vermont, to Portland, Maine, a distance 
of 147.79 miles, which has been operated by the Canadian National Railway 
Company under a 999 year lease dated Ist August, 1853. On 8th January, 1943, 
the Interstate Commerce Commission issued its order authorizing the Canadian 
National Railway Company to purchase the capital stock. The capital gain on 
this account during the year amounted to $2,320,802. This capital gain 
equals the excess ledger value of the assets acquired (determined in accordance 
with Interstate Commerce Commission valuation proceedings and accounting 
regulations) over the cost to the Canadian National of the securities controlling 
such assets. 

Loans for the purchase of these securities have been made to the Railway 
by the Government, bearing interest at 34 per cent per annum, repayable on 
demand and secured by promissory notes and by the securities so purchased. 


a 
es) 
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Certain securities of Companies comprised in the National Railway System 
were duly paid on their respective maturity dates or when called, in so far as 
they were held by the public, and the Railway decided to make arrangements 
for the discharge of the underlying trust mortgages, which necessitated the 


cancellation and cremation of all of the securities issued under the mortgages. 


Part of the securities so issued were held by the Securities Trust and application 
was made to the Trust for the release, for cancellation and cremation, of the 
securities so held. After hearing representations by the President and financial 
officers of the railway in support of the application, the Trustees were satisfied 
that the paramount interest to be served by the discharge of the trust mortgages 
was the facilitation of the process of consolidation of the corporate structure of 
the System and that no public interest would be detrimentally affected thereby. 
The Trustees, by resolution of 24th February, 1943, authorized the release of 
the undermentioned securities to the Canadian National Railway Company, for 
cancellation and cremation, subject to the approval of the Governor in Council 
as required by Section 21 of The Canadian National Railways Capital Revision 
Act, 1937.. Such approval was granted by Order in Council P.C. 4487 of 
dist May, 1943, and the securities have been released, cancelled and cremated: 
(a) Canadian Northern Railway Company 4% Debenture Stock due 


23rd. January, 1939 (held as part collateral for loan made to Canadian 
Northern Railway Company under the War Measures Act, 1918)...... $1,975,866). 67 


(6) Mount Royal Tunnel and Terminal Company Limited 5% First. Mortgage 
(Canadian Northern) Rent charge Debenture Stock and Bonds called for 


redeniption aout Octopers) hOS Gon a,c a Aare al: ettemy Poieh ula 10 ee an UB Alea 5,348,466. 66 
(c) Halifax and South Western Railway Company 33% First Mortgage 

Debenture’ Bonds ‘due 30th) Septemberj319420 6 ee be ia wie dee tka baw es 1,216,666. 66 
(d) Canadian Northern Railway Company 4% First Mortgage Bonds (Pas 

Maeenon yl wes chon Op reel OoGn tet a sy Pelican ate P arial. ate NS aMEN Wu Vihar be cout ny’ Da 880,000.00 
(e) Duluth, Winnipeg and Pacific Railway Company 4% First Mortgage 

Debenturey Stock. due ists ame eros yee berry etme hn en aa hae 1,051,589). 33 
(f) Duluth, Rainy Lake and Winnipeg Railway Company 5% First. Mortgage 

Sinking Mund (Gold Bondsduer date antarye; LOLG i Gs aueuieanlen sulk wis 2,000,000 .00 


(g) Grand Trunk Pacific Railway Company 4% Mortgage Bonds due Ist April, 
1919 (held as part collateral for loan made to Grand Trunk Railway Com- 


Hany WHE Voter PAG OZ) ihe pune og Mii irees Nany Mcrae NCA UP MAS DN Dra ie fo oe 10,000,000 .00 
(h) Grand Trunk Pacific Branch Lines Company interest coupons (held as part 
collateral for loans made to Canadian National Railway Company)...... 1,579,490.28 


(Items (6) to (f) inclusive, were held as part collateral in respect of Canadian Northern 
Railway indebtedness refunded by the Government under Chapter 24, Statutes of 1917 
and Chapter 11, Statutes of 1918). 


The Trustees present herewith the Balance Sheet of the Securities Trust as 


. at 31st December, 1948. 


For the Trustees, 
W. C. CLARK, 


Chairman. 
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Mr. NicHotson: What about this item Regina Freight Line Cut Off on 
page 4 of this Canadian National Railway section. What is the explanation of 
this? 

Mr. VaucHan: There was some expenditure made on that line, but it was 
subsequently decided we could abandon the line and do without, it. 

Mr. NicHotson: Where is the line? 

Mr. VaucHan: It is a line that cuts off north of Regina. 


(Mr. Watton: It was a line, so that instead of coming where the trains do 
now, as you come from the west, you went on the north side of the city and then 


connect into the main line east of the section, a mile and a half or two miles. | 


It was never used and the necessity for it disappeared, 

Mr. Donnetty: Did it join in with that line coming from Weyburn? 

Mr. Watton: It joined into the Regina-Kipling line a couple of miles east 
of Regina, but it was never used. 


Mr. DonneLty: Would it run into the one coming from the southwest— 
or the southeast, at least? 


Mr. Wauron: : Yes. 

Mr. Donnetiy: Not the one coming in from Weyburn? 

Mr. Wauron: No, not from Weyburn; it joined in with the line from 
Regina to Kipling to Brandon. 

The Cuairman: May I ask the members of the committee if you wish this 
report to be gone over in detail? 

Some Hon. Mrempers: No. 

The Cuairman: Then is page 4 carried? 

Some Hon. Memprrs: Yes. 

The Cuairman: Is page 5 carried? 

Some Hon. Memprrs: Carried. 

The CHarrMANn: Is page 6 carried? 

Some Hon. Mempmrs: Carried. 

The CHairMAN: Is page 7 carried? 

Some Hon. Memprrs: Carried. 

The CuatrMan: Is page 8 carried, 

Some Hon. Mrempers: Carried. 

The CuatrMan: Will somebody move the adoption of the report. 

Mr. Maypank: Yes. I will move the adoption of it. 

Motion agreed to. 

The CHatrmMAn: Where are those items? 

Mr. Emmerson: What is the number? 

The CHatrman: There are four items in the estimates that are moved 
every year and returned to the house. On page 47 of the estimates there is 
No. 387. 

Mr. Nicuoutson: What is the amount? 

The CHAIRMAN: It reads:— 


387—To hereby authorize and provide for the payment of time dur- 
ing the fiscal year 1944-45 to the Canadian National Railways Company 
of the difference (estimated by the Canadian National Railways Company 
and certified by the auditors of the said company to the Minister of 
Transport as and when required by the said minister) occurring on 
account of the application of the Maritime Freight Rates Act, between 
the tariff tolls and the normal tolls (upon the same basis as set out in 
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Section 9 of the said Act with respect to companies therein referred to) 
on all traffic moved during the calendar year under the tariffs approved 
on the Eastern Lines (as referred to in Section 2 of the said Act) of the 
Canadian National Railways. 


Is this item carried? 

Mr. McCuuiocu: Carried. 

Mr. Nicuouson: Before it is carried, have you any information as to the 
total amount that has been paid out under this Act? . 


Mr. VauGcHan: Since the beginning? 

Mr. NicHoLson: Yes. 

Mr. VAUGHAN: No. 

Mr. Nicuouson: What is the average paid? 


Hon. Mr. Micuaup: For the Canadian National Railways? We have it 
here. 

Mr. Vaucuan: Mr. Cooper probably has it. 

Hon. Mr. Micuaup: We have it here. For the Canadian National Rail- 
ways, $38,427,891, and to all other railways, $50,932,725. 

Mr. Hanson (Skeena): What period does that cover? 

Hon. Mr. Micxaup: 1927 to November, 194s. 

Mr. McCuuuocH: Carried. 

Item 387 agreed to. 

The CHarrMAN: Then we come to item 388. Do you wish that read? 

Mr. Maypank: No. . 

Mr. Emmerson: What is the amount of it? 

The Cuairman: It reads as follows:— 

388 Amount required to provide for payment from time to time 
during the fiscal year 1944-45 of the difference (estimated by the Board 
of Transport Commissioners for Canada and certified by the said Board 
to the Minister of Transport, as and when required by the said minister) 
occurring on account of the application of the Maritime Freight Rates 
Act, between the tariff tolls and the normal tolls (referred to in Section 9 
of the said Act) on all traffic moved during the calendar year 1944— 


The remainder is the same as the previous item. 
Mr. Emmerson: Take it as read. 


Hon. Mr. Micuavup: Except to other railways than the Canadian National 
Railways, $12,000,000 from 1927 to the end of November, 1943. 


Mr. Emmerson: Is that No. 387 the estimate of March 31, 1944? 
The CHarrMan: The minister just explained it. 

Mr. Hanson (Skeena): No. It is the estimate for 1945. 

Mr. Emmerson: Then I have the wrong book. 

Mr. Hanson (Skeena): Those are statutory items passed every year. 


The CuarrMan: They are statutory items that are passed every year. We 
are on No. 388. Shall it carry? 


Some Hon. Mrmpers: Carried. 
Item agreed to. 

The CHairMAN: No. 408. 
Some Hon. Members: Carried. 
The Cuarrman: No. 409. 


RAILWAYS AND SHIPPING 165 


Some Hon. Memssrs: Carried. 

Mr. NicHoutson: What is No. 408? 

The CHAIRMAN: It reads:— 

408—Advances to Canadian National (West Indies) Steamships, 

Limited, repayable on demand with interest at a rate to be fixed by the 
Governor in Council upon such terms and conditions as the Governor in 
Council may determine and to be applied in payment of capital expendi- 
ture in connection with vessels under the company’s contro] during the 
year ending December 31, 1944. 


Is that carried? 

Some Hon. Members: Carried. 

Item agreed to. 

The CHarrMAN: Item 409. 

Mr. DonneELLY: What is that? 

The Cuarman: Prince Edward Island Car Ferry and Terminals. Is that 
carried? 

Some Hon. Members: Carried. 

Mr. Maysank: No. We cannot allow that to carry. We have got to have 
something about that. 

The CuHarrMan: Will some one move the adoption of the estimate? Mr. 
McCulloch moves it. 

Some Hon. Mempers: Carried. 

Mr. Maypank: Wait a minute. That is not carried. We have to have an 
argument about that ferry. 

The CuarrMan: All right; it is not carried. 

Mr. Maysanxk: Oh, we will not argue. 

Mr. Emmerson: I want to find out how that amount is arrived at. Is it 
a deficit in the operation of the ferry? 

Mr. Rorsuck: How much is the amount? We just got the “Prince Edward 
Island.” That is all we heard. 

Mr. Emmerson: What proportion of the freight that is carried and of the 
passenger traffic is credited to the ferry? It seems an enormous amount for 
that operation. 

Mr. Donnewiy: Build a tunnel. 

Mr. VaugHan: Mr. Cooper has the figure. 

Mr. Coorer: Their revenues are apportioned on a ton mile and passenger 
mile basis, using the Eastern Lines average rates; that is to say, on every ton 
which is moved across the ferry we credit to this. service the same revenue per 
ton mile which the Atlantic region earns per ton mile. On local traffic, of 
course, we give them 100 per cent. | 

Mr. Emmerson: And on passenger fares? 

Mr. Coorer: Passenger fares again would take the Atlantic region passenger 
mile rate. But on the local passenger traffic they get 100 per cent. 

Mr. Emmerson: And on the Wane pore or of automobiles 100 per cent 
would be credited to the boat? 

Mr. Coorer: Yes. That is covered by tariff, of course; and as you say, 
100 per cent is credited to the car ferry operation. 

Some Hon. Memsers: Carried. 

Item agreed: to. 
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Mr. Nicuotson: Before we finish these questions, there is a question that 
should have come up yesterday regarding the share of the business between the . 
two railways. I wonder if we can have some statement from the president as 
to whether he is satisfied with the share of government revenue that the C.N.R. 
is getting. Certain regulations were relaxed. two years ago. 

The CHarrMAN: There is nothing we can do about it. We told the railways 
to go ahead and do their utmost. 

Mr. NicHouson: I think the president might make a statement. 

Mr. VAuGHAN: We will never be satisfied, Mr. Nicholson. We are out to 
get every dollar’s worth of business we can, legitimately. We are getting along 
better with the various departments. 

Mr. NicHotson: How about those orders about dividing the business 
fifty-fifty? 

Mr. VaucHan: Those were withdrawn. 

The CuHatrMAn: They are all out. 

Mr. NicHoutson: You feel in actual practice they have been withdrawn? 

Mr. VaucHAN: Generally speaking. There are a few officials probably in 
one or two of the departments who still want to divide the business fifty-fifty 
and still do; but that does not apply in many cases. 

The CHaAiRMAN: Are the estimates carried? 

Mr. McCutiocu: Carried. 

The CHarrman: The next is the Canadian National Railway System 
auditors’ report. 

Mr. VauacHan: I think that finishes the Canadian National Railways. I 
should like to take this opportunity of thanking you, sir, and the members 
of the committee for your consideration and for the very kind way in which 
you have expedited the passing of these statements of ours. It means much 
to us to be able to get back to Montreal in a comparatively short time, and 
we are grateful to you. 

The CuatrMAN: I think, Mr. President, we rather enjoy this perusal of 
your reports. 

Mr. Hanson (Skeena): This year especially. | 

The CuatrmMan: I know it is the wish of the committee that I should thank 
you on their behalf for the courteous way in which you and your officials have 
presented the information asked for. 

Mr. VaucHan: Thank you, Mr. Chairman. 

The Cuarirman: Then, it is Mr. Matthews’ turn now. I will now call on 
him. | 

Mr. O. A. Matruews of George A. Touche & Co., called. 

The Cuarrman: Do you wish to have this statement read, gentlemen? 
Mr. Matthews seems to think we will get through with it about as quickly if 
it is read, as we would if it were dealt with in any other way. 

Some Hon. Mrempers: Agreed. 

The Witness: The report reads as follows:— 

March 10, 1944. 
Tur HonovuraBLe THE MINISTER OF TRANSPORT, 
Ottawa, Canada. 
Sir:— 

In pursuance of The Canadian National-Canadian Pacific Act, 1986, and 
Chapter 18, 1943, “An Act respecting the appointment of auditors for National 
Railways,” we have audited the accounts of the Canadian National Railway 
system for the year ended the 31st December, 1943, and we now submit, through 
you, our report to parliament. 
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We attach hereto the following financial statements of the national system:— 

Exhibit I—Consolidated income account—Year 1943. 

Exhibit II—Consolidated balance sheet. at the 31st December, 1943—- together 
with audit certificate. 

Exhibit I11—Dominion of Canada—Proprietor’s equity account at the 
31st December, 1943. 

Exhibit [V—Investments in affiliated companies at the 31st December, 1943. 

Exhibit V—Major contingent liabilities at the 31st December, 1943. 


CoNSOLIDATED INcoME ACCOUNT 

The cash surplus of the national system for the year 1943, as shown in 
Exhibit I, is after making provision for:— 

(a) Interest on funded debt held by the public; 

* (b) Interest on loans from the dominion government; 

(c) General taxes; 

(d) Deferred maintenance as a result of war-time conditions—in respect of. 

fixed properties and equipment; 

(e) Railway’s portion of pension payments to retired employees-—under all. 

pension plans; , 

(f) Pension contract reserve—covering the railway’s portion of the esti- 
mated capital amount of all pension contracts in force at the year end 
under the 1935 plan; 

Pension equalization suspense—covering railway employees in service at 
the year end beyond retirement age and entitled to pension contracts: 
under the 1935 plan; 

(h) Increase in reserve for material and supplies inventories—arising out of 

war-time conditions; 

(1) Depreciation of equipment—Canadian lines—including special provision: 

for abnormal war-time use; 

(j) Depreciation of equipment and fixed properties (excluding track struc- 

_ture)—United States lines; 

(k) Fixed property retirements—Canadian lines—excluding capital loss 

charged to proprietor’s equity; 

(1) Fixed property retirements—United States lines track structure; 

(m) Amortization of certain defence projects presently considered as hay-- 

ing no potential economic value in post-war operations, and 

(n) Amortization of discount on funded debt. 

The surplus funds made available in the aggregate through provisions (g) 
to (n) are being utilized firstly for capital expenditures and current working 
capital requirements, the balance being applied in reduction of loans from the 
dominion government. 

The total of provisions (a) to (n) made during the year 1943 exceeded 
121 million dollars including some 55 millions credited directly to corporate 
reserves. Of this latter amount some 42 million dollars represented special war- 
time provisions and the sum set aside for pension contracts. 

In comparing the cash surplus for the year 1943 with that for 1942, it should 
be borne in mind that some 21 million dollars in respect of the aforementioned 
pension contracts were charged against the 1943 revenue. It should be noted 
also that of the increase of some 65 million dollars in the 1943 gross revenues 
over those of 1942, approximately 45 per cent was carried to “Net Operating 
Revenue’—after charging operating expenses with the special war-time pro- 
visions in both years. 

“Revenue Appropriated for Pension Reserve,” as shown in the income 
account, relates only to the estimated amount of the reserve up to the end of 
1942, the increase in the reserve during the year 1943 being charged to operating: 


expenses. 
5070—3% 
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No separate profit and loss account 1s included in the financial statements 
presented herewith for the year 1948, principally because the revised accounting 
classification of the Interstate Commerce Commission now provides that the 
accounting for general property retirements be made through operating expenses. 

In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that, subject to the war-time 
conditions which necessitated the provision for deferred maintenance, the fixed 
properties and equipment of the national system have been maintained in a 
proper state of repair and in an efficient operating condition during the year 
1943. 

In the reports of the previous year, issued by the directors and ourselves, 
the revised depreciation accounting practices affecting the road properties of 

Tnited States Railways and the policy proposed for the Canadian lines of the 
national system were set forth. However, as the matter comes within the scope 
of our audit for the year 1943 we deem it advisable again to draw the attention 
of parliament to the fact that under an order of the Interstate Commerce Com- 
mission effective the 1st January, 1943, a “oroup plan” of depreciation account- 
ing is prescribed for United States Railways covering depreciable road properties 
including buildings, stations, shops, bridges, ete., but excluding the track struc- 
ture, i.e. rails, fastenings, ties and ballast, which is to continue on the retirement 
basis. This depreciation order has been made effective in the 1943 accounts of 
the United States Lines of the national system. In so far as the Canadian lines 
are concerned, retirement accounting continues in effect for all road properties 
and it would not appear practicable to institute any similar depreciation plan, 
until after the termination of hostilities, because of the substantial expense 
involved in determining unit property costs and the need for all of the technical 
personnel of the railway to meet the transportation requirements arising out of 
the present national emergency. In any event, we recommend that the adoption 
by the Canadian lines of depreciation accounting for road properties, under any 
-specific plan, be made contingent upon the establishment by the dominion gov- 
ernment of uniform accounting regulations, of a mandatory character, applicable 
to Canadian railways. It is our considered opinion that such governmental 
regulations, to which we have made reference for several years, should be 
established as early as possible in the post-war period. 


By Mr. Roebuck: 
-Q. Why not in the present period?—A. Because of the fact that the work 
snvolved for the technical personnel of the railway would be a serious matter; 


and even for the government to bring in regulations of that kind, it would | 


require studies on the part of both the government and the railway officers, 

end we feel that the matter should be able to wait, with other things, until the 
war is over and-the personnel is again available for that technical work. 

| Q: I see.. Thank you, Mr. Matthews. 


mee By Mr. Nicholson: | 

~'Q. If that legislation were passed, how long a time would elapse before 
this ideal could be achieved?—A. Well it would become effective whenever 
the government made it effective. 

“-Q. It could not be accomplished overnight, though?—A. Of course not. 
The Interstate Commerce Commission has spent a great number of years in 
those studies and it would naturally take some little time. 

Q. How long do you mean by “some little time’?—A. Well, that just 
depends. 

Hon. Mr. MicHaup: On how fast the government is working. 

The Wirness: It just depends. 

Mr. Rorsuck: Or how much talk the opposition would indulge In. 


2 ee a 
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By Mr. Nicholson: 


Q. Apart altogether from what happens in parliament, after the legislation is 
passed, how long would it take to do the technical work?—A. Of course, in the 
passage of legislation of that kind, they would have to give the railways reason- 
able time to have their facts prepared, so that they could be applied. It would 
be of no use for the government to establish regulations on which the railways 
did not have the information. I speak of the Canadian National Railways, of 
course. But it is assumed that those studies would be made together and the 
one of their effective application would be after the railways had their data 
ready. 3 


By the Chairman: 

Q. Would it require a fresh revaluation?—A. Well, it would be a matter 

of going back into the records of the Canadian National Railways in respect 
of certain fixed properties, Mr. Chairman; yes. The Interstate Commerce 
Commission, of course, have had those valuation facts for many years for 
American Railways. 
Q. That would take time?—A. It would take some time. But we regard 
it as important in the post-war period that, in presenting the published accounts 
of the larger railways of Canada to the people of Canada, the facts should be 
uniformly stated and that it should be under some governmental authority. 


Mr. Rorsuck: Yes. 
The CuarrMAN: Then page 3. 
The Wirness: Continuing: 


Consolidated Balance Sheet 

Investments in fixed properties and equipment appearing in the books of the 
constituent companies at the Ist January, 1923, were accepted by us. Against 
the corporate property investments brought into the National system accounts 
in 1923, there have been applied the reductions authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, 
net additions and betterments have been shown on the basis of cost. 

The several special funds of the National system including sinking funds, 
deposits in lieu of mortgaged property sold, deferred maintenance fund, insur- 
ance fund and pension contract fund, taken as a whole, are composed of cash 
and investments principally in the securities of dominion, provincial and muni- 
cipal governments and in the securities of companies within the National system. 
The market value of the securities held in these special funds in total exceeded 
the book figure. 

Investments in affiliated companies, as set out in Exhibit IV, are represented 
in the main, apart from the Trans-Canada Air Lines, by a 50% or less capital 
stock ownership. The basis of the balance sheet figure is cost, or in certain 
instances special valuations approved by the Interstate Commerce Commission. 
Insofar as this type of investment is made in railroad affiliates, two principal 
factors should be borne in mind, viz:— 


(1) The extent of traffic benefits derived by parent companies as a direct 
result of their investments, and 

(2) The fact that the affiliates have utilized the proceeds from the sale of 
their securities largely in the development of their transportation 
facilities. It is obvious, therefore, that the future value of invest- 
ments in affiliated companies will be dependent, basically, upon the 
future economic position of the railroad industry as a whole. | 


Other deferred assets are mainly composed of contracts recelvable in con- 
nection with the sale of land in western Canada. : 
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Other unadjusted debits comprise the unamortized cost of opening ballast 
pits which is to be written off on the basis of yardage used; the salvage value of 
non-perishable material in. ballast pits and other temporary tracks; accounts 
collectible in suspense awaiting billing to debtors; suspense debits covering the 
accrual of operating revenues and income, etc. 

The Dominion of Canada, in connection with loans made for the repatriation 
of securities from the United Kingdom and other redemption undertakings, holds 
as collateral the major portion of the securities so redeemed from the public. 

Accrued depreciation—Canadian lines—applies only to equipment and 
dates from the Ist January, 1940; retirement accounting continues in effect 
for fixed properties. 

Accrued depreciation—United States lines—applies to equipment from a 
date prior to the Ist January, 1923, and to fixed properties (excluding track 
structure) mainly from the Ist January, 1943. 

The accumulated reserves for pension contracts, insurance, depreciation, 
deferred maintenance, material and supplies inventories, and amortization of 
certain defence projects aggregated some 124 million dollars, of which some 
56 million dollars were invested in specific funds. 

Other deferred liabilities embody the outstanding capital amounts of the 
workmen’s compensation awards by the provinces of Ontario and Quebec; the 
liability under equipment hire purchase arrangements pending transfer to 


Dominion of Canada loans; the balance of the obligation to the State of — 


‘Michigan in respect of the wider Woodward Avenue extension in Detroit, etc. 

Other unadjusted credits are largely made up of the Canadian lines’ 
proportion of prepaid revenues on freight in transit; accounts payable in sus- 
pense awaiting billing by creditors; suspense credits covering the accrual of 
operating expenses and income charges, etc. 

Mr. Rorsucx: Before you turn the page over I see here what looks to be 
a remarkable statement, one that is worthy of comment. It is: “The market 
value of the securities held in these special funds in total exceeded the book 
figure”. Is there any depreciation—does that go into the book figure? 

The Wirness: It is taking the book figures as they stand and applying 
market values against them. 


By Mr. Roebuck: 


Q. The market value of the securities?—A. Yes. 

Q. But I am just wondering what the book figure is of these securities. 
Is it the face value of the securities or is it a depreciated value?—A. No, it is 
almost without exception the cost to the company excepting those purchases of 
system securities that are written up to par, but outside of the system’s 
securities the cost to the company is the prevailing basis. There have been 
wre instances where it has been necessary to write them down, but not very 
often. 

Q. I think that is a matter of congratulation to the managers of that fund. 
—A. I think it is a record that the Canadian National Railways may well be 
proud of. We regard their securities’ position as very sound. é 

Q. I know some funds that would like to be in that position—A. I do, too, 
Mr. Roebuck, and that is why we called the fact to the attention of parliament. 
We think it is worthy of your attention. The amount involved in these funds 
is $67,000,000, and of that amount there is approximately $59,000,000 repre- 
sented by securities and about $7,000,000 in cash. We feel it is a very satis- 
factory position. Perhaps I might just be permitted to explain why we point 
out the analyses of four of the accounts, other deferred assets and liabilities, and 
other unadjusted debits and credits. There is considerable misunderstanding of 
railway accounts about what they constitute, and it is well for parliament to 
‘know that in the case of the Canadian National Railways they do not represent 
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anything in the way of dumping grounds for facts that should be exposed in 
their proper places. These special credits and debits are in accordance with 
the Interstate Commerce Commission’s practice. They will bear inspection, and 
for that reason we give parliament a broad outline of what is constituted in 
these special accounts. 

The accounts of the national system are stated in Canadian currency— 
sterling and United States currencies being converted at the par of exchange. 

A summary of Dominion of Canada—proprietor’s equity at the 31st Decem- 
ber, 1948, is set forth on the balance sheet and the transactions during the year 
1943 affecting the proprietor’s equity account are summarized in Exhibit III. 
The capital gain on repatriation of securities, as shown in this exhibit, mainly 
represents the excess of the sterling par value of the capital stock of the Atlantic 
and St. Lawrence Rail Road Company over the dollar cost of its acquisition 
based on the vesting price referred to in the relative Order in Council. The 
properties controlled by the capital stock so acquired have been brought into the 
National system accounts on the basis of original cost, as confirmed by valuation 
order of the Interstate Commerce Commission and as represented by the sterling 
par value of the capital stock. 

Major contingent liabilities are outlined in Exhibit V. With reference to 
pension plans, we would point out that reserves have been set up against con- 
tracts in force under the 1935 contractual plan but not against pensions con- 
ditionally accruing under that plan or prior non-contractual plans. The 
contributions under the 1935 contractual plan by employees presently in service 
are invested through the separately administered pension trust fund, the 
accounts of which are not included with those of the railway. 


General Scope of Audit 


The general scope of the test audit of the National system for the year 
1943 may be outlined briefly as follows:— | 

(a) Examination of major expenditure authorities which were based mainly 
upon recorded resolutions of directors. These expenditure authorities 
in turn have been established principally by corporate by-laws, orders 
in council and acts of Parliament; 

(b) Audit tests in the offices of regions, separately operated properties and 
system headquarters, covering a cross-section of the major expendi- 
tures so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting staff of the system. In this connection 
we work in collaboration with the executive accounting officers at 
headquarters having as a common objective the securing of maximum 
internal protection to the system in the control of cash receipts and 
expenditures, securities held, material stores, accounts receivable, etc., 
and 

(d) Audit and certification of the consolidated income account and consoli- 
dated balance sheet for presentation to parliament, which body is 
thus placed in possession of facts upon which conclusions can be 
reached as to the stewardship of the duly appointed administrators 
of the system. 


The audit covered the various balance sheet accounting units in Canada, 
the United States and Great Britain with income accounts originating in the 
revenue offices, regions, separately operated properties and system headquarters 
applicable to some 90 companies comprising the National system as an 
operating entity. 


172 STANDING COMMITTEE 


CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 


The Canadian National Railways Securities Trust, under authority of 
Section 22 of the Capital Revision Act, 1937, has been treated as a constituent 
unit of the National system. There is, however, a provision in Section 23 of 
the Act requiring presentation to parliament of a trustees’ report and a separate 
balance sheet for the Securities Trust. The trustees’ report is to set forth the 
transactions of the Securities Trust during the year 1943, comprising the net 
change in the book value of the capital stock and the release of certain collateral 
securities in accordance with the Capital Revision Act. Our audit certificate 
is appended to the separate balance sheet as at the 31st December, 1943. 


Trans-Canapa Arr LINES 


The Trans-Canada Air Lines have not been included as a constituent unit 
of the National system although 100 per cent stock ownership of the air lines 
is vested in the Canadian National Railway Company. A separate income 
account and balance sheet have been certified by us as at the 3lst December, 
1943. 

Mail revenue, as shown in the income account, is based on the rates per plane 
mile flown in approved mail services in accordance with the Trans-Canada Air 
Lines Act. 

The surplus for the year 1943 is after making provision for:— 


(a) Interest at 5 per cent on the capital investment—in accordance with 
the Trans-Canada contract; 

Mr. Rorsuck: That is a pretty high rate. 

Mr. Hanson (Skeena): That should be changed now. 


The Wirness: It is fixed by statute. 

(b) Depreciation of capital assets—at rates comparable with those used by 
other major air line companies in North America, in accordance with 
the Trans-Canada contract; 

(c) General taxes; 

(d) Pension payments into the separately administered trust fund—covering 
pension accruals under the 1943 plan; 

(ec) Pension payments to the Canadian National Railway Company in 
respect of transferred employees, and 

(f) Reserve for material and supplies inventories—arising out of war-time 
conditions. 


The insurance fund, as shown in the balance sheet, is composed of cash and 
Dominion of Canada securities. The market value of the securities approximated 
the book figure. 

Investments in property and equipment are carried on the basis of cost. 

Under the 1943 pension plan, the joint contributions by the company and 
employees presently in service are invested through the separately administered 
pension trust fund, the accounts of which are included with those of the air lines. 
The contributions by transferred employees presently in service, who have 
elected to remain under the C.N.R. 1985 contractual plan, are invested through 
the separately administered pension trust fund under that plan. 


CanapIAN NatrionaL (West INnprms) STEAMSHIPS, LIMITED 


The accounts of the Canadian National (West Indies) Steamships, Limited, 
and subsidiary companies are not consolidated with those of the National 
system, the 100 per cent stock ownership of the parent steamship company being 
vested in the Dominion government. A separate consolidated income account 
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and consolidated balance sheet have been certified by us as at the 31st December, 
1943. 

The surplus for the year 1943, as shown in the income account, is after 
- making provision for:— 


(a) Interest on funded debt held by the public; 

(6) Interest on loans from the Dominion government; 

(c) Depreciation of vessels: 

(d) General taxes, and 

(e) Pension payments to the Canadian National Railway Company as 
pension contract underwriter. 


Investments in vessels and other properties, as shown in the balance sheet, 
are carried on the basis of cost. 

Of the total insurance and replacement fund, $1,014,330 applies to insurance 
and $5,401,420 to replacement. The fund is composed of cash and investments 
principally in the securities of Dominion, provincial and municipal governments. 
The market value of the securities exceeded the book ficure, 

I might say, Mr. Roebuck, in the $67,000,000 figure I mentioned to you we 
included the $6,000,000 of the West Indies in that total because the insurance 
fund covers both companies. 

With reference to the contingent lability for pensions, we would point out 
that a reserve has been provided through the C.N.R. against contracts in force 
under the 1935 contractual plan but not against pensions conditionally accruing. 
The contributions by the steamships employees presently in service are invested 
through the separately administered pension trust fund under the C.N.R. 1935 
contractual plan. 

In the matter of current maintenance policies we have received certificates 
from the responsible officers of the Trans-Canada Air Lines and the Canadian 
National (West Indies) Steamships, Limited, to the effect that the respective 
capital assets have been maintained in a proper state of repair and in an 
efficient operating condition during the year 1943. 

In respect of both the air lines and the steamships, the test audit for the 
year 1943 was similar in scope to that of the National system previously outlined 
in this report. 


Mr. Rorsuck: The only thing that seems to me deserving of comment is 
the investment in vessels and other properties shown in the balance sheet as 
carried on the basis of cost. That might be very misleading, might it not? You 
value these vessels at what they cost and they may be worth only a fraction of | 
that or under present conditions worth considerably more. 


The Witness: We tell you it is at cost. 


By Mr. Roebuck: 
Q. You have no other figures you can take?—A. That is the basis as it 
stands. We tell you that the cost is the amount that is represented as the book 
value of the vessels. 


By Mr. Nicholson: 

Q. May I inquire how large a staff you have assigned to this Canadian 
National Railways accounting?—A. Do you mean all through the year or the 
maximum? At the end of the year we have probably as many as thirty or 
thirty-five men. } 

). And during the year how many do you usually have?—A. Oh, we would 
have at least ten men. 

Q. How many would you have five years ago before the war? Has it been 
necessary to increase the personnel that you have had to assign as a result of 
the increased volume?—A. Naturally, yes. 
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Q. How do the present figures you have given compare with those you 
had four or five years ago?—A. This is $440,000,000 as against $250,000,000 in 
earlier years. 

Q. Which means that it requires twice as many men?—A. Oh, no. 

Q. How many more men have you had to assign to this particular account- 
ing?—A. Oh, I could not say that. We have had to use our men wherever they 
were needed, and at different points. I do not know. 

Mr. Hanson (Skeena): I understand that the auditor is paid so much for 
auditing the books of the Canadian National Railways; whether they have one 
man or ten men it does not make much difference. Is that not the idea? 

The Wrirness: We have to use plenty. 


By Mr. Roebuck: 


Q. I do not think we are auditing the auditor’s accounts but tell me why 
is depreciation not written off this cost of vessels?—A. It is. 

Q. They are carried on the basis of cost; that is cost less depreciation ?— 
A. Oh, no. Are you speaking of the steamships? 

Q. Yes, vessels and other properties as shown in the balance sheet are 
carried on the basis of cost.—A. If you refer to the balance sheet we are speak- 
ing of vessels and other properties at cost, and then on the other side you will 
find accrued depreciation. 

Mr. Maypank: Depreciation comes in. 

The Wirness: We are speaking of the vessels and properties stated on the 
balance sheet and the figure shown here is $5,831,000 as cost. As to the depre- 
ciation policy we have told you the vessels are depreciated through the income 
account, and the other side of the balance sheet shows you depreciation has been 
acerued to the extent of $2,526,000. I would say there might be some confusion 
if the depreciation had been absorbed and a net figure were shown here, but it is 
eross on both sides to show you the cost of the vessels and against that the 
amount of depreciation accrued. 

Mr. Rorsuck: I see. 

The Cuarrman: Any further comments? 

Mr. Rorsuck: I suppose we move that it be adopted. 

Mr. Emmerson: I will second it. 

The Cratrman: All right. Gentlemen, I presume I may take this oppor- 
tunity of expressing our thanks to the officials of the airways, C.N.R. railway, 
and steamship lines, the Department of Transport and to Mr. Matthews for 
the courtesy and patience they have displayed in attending this investigation. 

Mr. Roesuck: Hear, hear. 


The committee adjourned at 5.45 o’clock p.m., at the call of the Chair. 
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ORDERS OF REFERENCE 


House or Commons, 
Turspay, 16th October, 1945. 


Resolved,—That a sessional committee on Railways and Shipping owned, 
- operated and controlled by the Government be appointed to consider the accounts 
and estimates and bills relating thereto of the Canadian National Railways, the 
Canadian National (West Indies) Steamships, and Trans-Canada Air Lines, sav- 
ing always the powers of the Committee of Supply in relation on the voting of 
public moneys; and that the said committee be empowered to send for persons, 
papers and records and to report from time to time, and that, notwithstanding 
Standing Order 63, the said Committee consist of Messrs. Chevrier, Clark, Coyle, 
Beaudoin, Belzile, Bourget, Emmerson, Gibson (Comoz-Alberni), Harkness, 
Harris (Grey-Bruce), Harris (Danforth), Hazen, Jackman, LaCroix, Lockhart, 
Maybank, McCulloch (Pictou), Moore, Mutch, Nicholson, Picard, Reid, Shaw. 


Attest. 


R. T. GRAHAM, 
Assistant Clerk of the House. 


WEDNESDAY, October 17, 1945. 


Ordered,—That the following Reports be referred to the said Committee:— 


Financial Budget of the Canadian National Railways System and 
the Canadian National (West Indies) Steamships, Limited, for the year 
1945. 

Annual Report of the Directors of the Trans-Canada Air Lines for 
the year ended December 31, 1944. 

Annual Report of the Canadian National Railways system for the 
year ended December 31, 1944. 

Annual Report of the Canadian National (West Indies) Steam- 
ships, Limited, for the year ended December 31, 1944. 

Annual Report of the Canadian National Securities Trust for the 
year ended December 31, 1944. 

Report of the firm of George A. Touche and Company, Auditors 
of the Accounts of the Canadian National Railways System, Canadian 
National Railways Securities Trust, Trans-Canada Air-Lines, Canadian 
National (West Indies) Steamships, Limited, for the year ended Decem- 
ber 31, 1944. : 


together with the following items of Estimates for 1945-46:— 


Vote 377, Maritime Freight Rates Act, Canadian National Railways; 

Vote 378, Maritime Freight Rates Act, Railways other than Can- 
adian National Railways; : 

Vote 421, Prince Edward Island Car Ferry and Terminals Deficit. 


And that the Resolution passed by the House of the 7th September, 1945 
referring certain Estimates to the Committee of Supply, be rescinded in so far 
as the said Resolution relates to votes Nos. 377, 378 and 421. 


Attest. 


R. T. GRAHAM, 
Assistant Clerk of the House. 
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Tuurspay, 18th October, 1945. 


Ordered,—That the said Committee be authorized to print from day to day 
500 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence and that Standing Order 64 be suspended in relation thereto. 


Ordered,—That the said Committee be given leave to sit while the House 
in sitting. 


Ordered,—That the quorum of the said Committee be reduced from 12 to 8 
members. . 
Attest. 


R. T. GRAHAM, : 
Assistant Clerk of the House. 
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REPORT TO THE HOUSE 
Tuurspay, 18th October, 1945 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as its 


First REPORT 


Your Committee recommends: 


1. That it be authorized to print from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto: 


2. That it be given leave to sit while the House is sitting; 
3. That its quorum be reduced from 12 to 8 members. 


-All of which is respectfully submitted. 


RALPH MAYBANK, 
Vice-Chairman. 


Concurred in October 18, 1945. 


MINUTES OF PROCEEDINGS 


Room 429, 
Tuurspay, 18 October, 1945 


The Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met this day at 11 o’clock a.m. 


Members present:—Messrs. Beaudoin, Bourget, Chevrier, Coyle, Emmerson, 
Gibson (Comoz-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, 
LaCroix, Lockhart, Maybank, Mutch, Nicholson, Reid and Shaw. 


The Clerk of the Committee invited the members to proceed with the 
election of the Chairman. Whereupon, Mr. Maybank proposed, seconded by 
Mr. Beaudoin, that Mr. Murray Clark, a member of The Committee, be elected 
Chairman. 


And there being no other nomination the question on the motion was 
put and carried unanimously, and Mr. Murray Clark was declared elected 
Chairman. : 


Mr. Maybank explained that Mr. Murray Clark, the Chairman-elect, 
was unavoidably absent and suggested that the Committee proceed with 
the election of a Vice-Chairman who would preside in the absence of the 
former. 


- The Clerk having invited nominations thereto, Mr. Harris (Grey-Bruce) 
proposed, seconded by Mr. Emmerson, that Mr. Maybank be nominated Vice- 
Chairman. And there being no other nomination the motion was put and 
carried unanimously. Mr. Ralph Maybank was declared elected Vice-Chairman 
and he took the Chair. 


The Committee decided to ask leave to print its minutes of proceedings 
and evidence, to sit while the House is sitting and to reduce its quorum. 


On motion of Mr. Reid, 

Resolved,—That the Committee ask authority to print, from day 
to day, 500 copies in English and 200 Copies in French of its Minutes 
of Proceedings and Evidence and that Standing Order 64 be suspended 
in relation thereto. 


On motion of Mr. Reid, 
Resolved,—That the Committee ask leave to sit while the House 
is sitting. 
On motion of Mr. Nicholson, 
Resolved,—That the House be asked to reduce the quorum of the 
Committee from 12 to 8 members. 


It was agreed that Mr. Maybank, Vice-Chairman of the Committee, 
would present the necessary Report to the House and ask for its concurrence 
in the above recommendations. 


Mr. Chevrier, Minister of Transport, stated that the Officers of Canadian 
National Railways would be available to the Committee on Monday, 22nd 
October or thereafter. However, the Minister added, the Officers of Trans- 
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Canada Air Lines might not be available for some time. Therefore, he suggested, 
the Committee might wish to proceed now with any business other than that 
which relates to Trans-Canada Air Lines before the Committee, and if necessary 
adjourn until such time as the Officers of Trans-Canada Air Lines are available 
for hearing. 


Some considerable discussion followed. Some members, while recognizing 
that the officers of the Transport companies should not be unduly held for too 
long a period in Ottawa, felt that sittings should be so arranged as not to 
interfere too much with the duties of the members of the Committee engaged 
on other Committees, having regard also to the business of the House. 


On motion of Mr. Hazen, it was finally agreed that the Committee would 
adjourn until 11 o’clock a.m. Tuesday, October 23, 1945, at which time Mr. 
R. C. Vaughan, Chairman and President, Mr. N. B. Walton, Executive Vice- 
President, and Mr. T. H. Cooper, Comptroller, of Canadian National Railways, 
would be heard. 


Room 429, | 
Turspay, 23rd October, 1945. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11 o’clock a.m., Mr. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Bourget, 
Emmerson, Gibson (Comox-Alberni), Harkness, Harris (Grey-Bruce), Harris 
(Danforth), Hazen, Jackman, LaCroix, Lockhart, Maybank, Moore, Mutch, 
Nicholson, Picard, Reid, Shaw. 


In attendance: Mr. R. C. Vaughan, Chairman and President, Mr. N. B. 
Walton, C.B.E., Executive Vice-President, Mr. T. H. Cooper, Comptroller, Mr. 
W. S. Thompson, Director of Public Relations, of the Canadian National 
Railways; also, Mr. H. J. Symington, C.M.G., C.R., President of Trans-Canada 
Air Lines and Mr. C. P. Edwards, O.B.E., Deputy-Minister of Transport. 


_ The Chairman thanked the members for his election to the Chair and offered 
his apologies for his absence at the previous meeting. 


: Mr. Vaughan was called and made a statement to the Committee, following 
which he read his Annual Report of the operations of Canadian National 
Railways for the calendar year 1944. 


In answering questions thereon from the members, Mr. Vaughan was assisted 
by Mr. Walton and Mr. Cooper. 


At 1 o’clock p.m., the Committee adjourned to meet again the same day 
at 8 o’clock p.m. 
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The Committee met again at 8 o’clock p.m., Mr. Murray Clark, Chairman, 
presided. 


Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Belzile, 
Bourget, Emmerson, Harkness, Harris (Grey-Bruce), Hazen, Jackman, LaCroix, 
Maybank, Moore, Mutch, Nicholson, Picard, Reid, Shaw. 


In attendance: The Officers of Canadian National Railways mentioned as 
in attendance at the morning meeting. 


The Committee resumed consideration of the Annual Report of the operations 
of Canadian National Railways for the calendar year 1944. Mr. Vaughan 
was heard and assisted by Messrs. Walton Cooper and Thompson. 


At the conclusion of the study of the Report Mr. Maybank proposed the 
adoption of the said report and the question being put, the motion was carried 
unanimously. 


At 10.10 o’clock p.m. the Committee adjourned to meet again at 4 o’clock 
p.m., Wednesday, 24th October, 1945. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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Hovuse or Commons, 
October 23, 1945. 


The Standing Committee on Railways and Shipping met this day at 11 
o’clock am. The Chairman, Mr. S. M. Clark, presided. 


The Cuairman: Gentlemen, I want to apologize for not being at your 
organization meeting. I happened to be away at the time. However, I appre- 
ciate the honour you have conferred on me of making me chairman of this 
committee. 


I think every one realizes that the men we have here from the Canadian 
National Railways are busy men. I do not suggest that we should not take 
their time, for they are here for that purpose; but if we can run our committee 
as expeditiously as possible, I know they will appreciate it and I think the 
members should too. 


It has been suggested as a course of procedure, which will be followed if 
it meets with your approval, that the C.N.R. report be first taken up, then the 
budget for the coming year. I might say that we are having two reports run- 
ning pretty closely together, because another report will be here shortly, in 
another few months. Then perhaps the auditor for the C.N.R. could give you 
the picture from his point of view. Perhaps that is enough to start with. If that 
is agreeable to you, that is the way we shall proceed. 


We have with us the president of the Canadian National Railways, in 
pursuance of the arrangement made at your last meeting that these officials 
be here. I would call on Mr. Vaughan, the president of the Canadian National 
Railway to give his report at this time. 


Mr. R. C. Vaueuan: I think, Mr. Chairman and members of the com- 
mittee, for the benefit of the new members I might read a short resume of some 
~ things that we have accomplished. I shall do that with your permission, Mr. 
Chairman, and the permission of the members. 


Hach member of the committee has been furnished with a copy of our 
report for 1944 and we shall be pleased to have it examined and discussed in 
as much detail as the committee may desire. The report with its accompanying 
accounting and statistical statements is a clear resume of the business transacted 
by the railway during the year 1944, but in addition there have been included 
statistics indicating the gigantic task performed by the railway since the out- 
break of war to the end of 1944. I have received many congratulatory letters 
since the report was published as to its style and contents and the public press 
also ‘has ‘been very kind in its complimentary expressions as to the work done 
by the railway and of the results which have been attained. The railway has 
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proved itself to be a valuable national asset in a time of grave emergency, and 
has clearly demonstrated its earning power and its ability to handle am immense 
volume of business economically as well as expeditiously. 

The committee will please note the report is dated March 15th last. I 
point this out lest there be in any quarter a misconception as to why we are 
reporting at this late date on our 1944 operations. The delay in the committee’s 
consideration of the report, of course, has been caused by the short session of 
the last parliament. But time marches on and I rather expect you will be 
more interested in our present situation than with the results obtained in 1944. 
Our budget both on capital and operating account for 1945 will be placed before 
you. 

For the nine months ending September 30, 1945 our gross revenue was 
$327 ,320,000. This was $28,000 or 3/10 of 1 per cent less than for the cor- 
responding period of 1944. To the end of August our revenue had been slightly 
larger than in the previous year, but during September the trend turned down- 
wards and for that month we had a decrease of $2,350,000, or 6.2 per cent. Our 
budget forecast. is based on the assumption that our revenues in the last quarter 
of the year will be 6.5 per cent under 1944, in which event they will approximate 
$433 millions for the full year as compared with $441 millions in 1944, a 
decrease of $8 millions or slightly less than 2 per cent. At $433 millions they 
will average $1,186,000 per day Sundays included, which indicates the tre- 
mendous volume of business depending on our railway for transportation. Prior 
to the war only in one year—1928—did our revenues exceed $300 millions. 
The figures for the last. seven years are:— 


fA Seer mre OR a cei aes Ta « $203 millions 

1940 eer a ac at a a DAF san 

LO De ee ew aig Mea Seay Dash ete Boat a vant 

RL Oe Nan Momntaae Aree Soe Bie a 

1943 eos eee ce Ree eee AAG cat 

19440307 aud Bae paren sh OPW Ea ens 

1945 eee, ee Sane ae ABS ak (estimated) 


For the nine months ending September 30, 1945, our operating expenses 
were $265,247,000. This was $1,690,000 or 6/10 of 1% less than for the 
corresponding period of 1944. Our budget forecast for the full year 1945 is 
for a total expense of $354,800,000 compared with $362,500,000 in 1944, a 
decrease of $7,700,000 or slightly more than 2%. 


Assuming our forecasts are found to be reasonably correct we shall have 
net revenue in 1945 of $78,200,000 compared with $78,600,000 in 1944, and after 
providing for other income charges and for interest payable to the public and 
to the government we expect to report an overall surplus of $25 millions, or 
$2 millions more than in 1944. 


Some of the new members of this committee may not be aware of the 
provisions which we have been making in our accounts in view of the excep- 
tional conditions which have prevailed during the war years. We have not 
attempted to make reports on the most favourable basis. We have been con- 
cerned to charge against revenue all normal and special costs created by war- 
time conditions so that no portion of such costs shall be carried forward to the 
post-war period. 
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Deferred Maintenance 


Due to shortages of labour and materials, repairs and renewals not 
immediately essential have had to be deferred. Controls over maintenance 
expenditures had to be enforced so that the limited ‘supply of labour and 
material could be utilized to maintain safe operating conditions. To the 
extent repairs and renewals not immediately essential have been deferred a - 
reserve has been provided by direct charges to operating expenses. The reserve 
at the end of 1944 amounted to $34 millions and we expect to provide’ a 
further sum of between $6 and $7 millions in 1945. This is a cash reserve, 
the funds being invested in Victory Bonds. 


War Projects—Amortization 


Since the outbreak of war and apart from the acquisition of additional 
rolling stock, approximately $15,286,000 has been expended on capital account 
for so-called war projects, involving the construction, extension or improvement 
of tracks, yards, sidings and other railway facilities. It has been considered 
~ the end of the war will terminate the usefulness of some portion of these 
facilities and that in such case the capital expenditure involved, less salvage, 
should be amortized by charges to operating expenses. The amount so amortized 
to the end of 1945 will total $3,826,000. This reserve fund is also invested in 
Victory Bonds. 


Depreciation 


Prior to the war the practice was followed on our Canadian lines of charging 
to operating expenses the loss when units of property were destroyed or worn 
out in service. This related to both fixed property and to rolling stock. In 
1940 depreciation accounting was adopted with respect to rolling stock. This 
matter is the subject of a separate memorandum which has been prepared for 
the information of the committee, following a suggestion made by Mr. Jackman. 
During the six years 1940-1945 the total charge to operating expenses for 
system equipment depreciation accruals will have been $98,427,000. The funds 
thus made available have been used to finance our capital expenditures. 


Inventory Reserves 


Notwithstanding price controls the war brought in its train substantial 
increases in“the price of materials used in railway maintenance and operation. 
The purchase price of fuel now averages $6.02 per ton against $4.016 in 1939. 
Treated ties average $1.90 each against $1.35 and untreated ties $1.26 each 
against 61 cents each. New rail costs $7.73 per ton more and there has been 
an increase in the price of other railway material of about 174%. To provide 
against loss which might have to be taken if there were any important recession 
in the post-war prices, involving a write-down of our inventories, a reserve of 
$7,524,000 has been provided by charges to operating expenses. This reserve 
fund also is invested in Victory Bonds. 


Pension Contracts 


Previous to 1943 reserves had not been set up against annuity contracts 
issued by the railway company to employees going on pension under the 1935 
contractual plan. Theretofore the practice had been to charge currently to 
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operating expenses the actual pension payments made at the expense of the 
company. Advantage has been taken of the high revenues of the war period 
to put the accounting for pension contracts on to a fund reserve basis. The 
total additional revenue which will have been set aside 1943 to 1945 under 
this arrangement is $25,926,000. This reserve also is invested in Victory Bonds. 


The committee I am sure will agree we have amply protected our post-war 
revenues against delayed wartime costs. 


Apart from these special provisions we have had to shoulder higher wage 
rates and higher unit prices for materials. We estimate that last year alone 
these two factors increased our costs over the 1939 price level by $67,823,000. 


In spite of these added costs and the special provisions I have mentioned 
the railway has earned a substantial surplus which has been paid in to the 
federal treasury. While we get much satisfaction from the work we have 
accomplished we have also made a significant contribution to the financing of 
the war itself. Our surplus earnings during the six war years (1945 estimated 
at $25 millions) will have amounted to $95,780,887. This amount has been paid 
in to the government in cash. We have also paid to the government $80,271,910 
in cash for interest. We have paid $66,500,000 in cash for duty and sales tax. . 
We have invested $77,776,000 in Victory Bonds from the reserves which I have 
mentioned. The total of the figures I have given is $320,328,797. In addition 
to this huge sum we have financed capital expenditures out of the amount 
available from depreciation reserves to the extent of $98,427,000. 


That is what the company has done. In addition our employees have made 
Victory Bond subscriptions through our payrolls amounting to $62,813,200. 
That is to the end of September, 1945. A further $16 millions of Victory Bonds 
have been purchased from their pension fund contributions. I do not know 
what their individual income tax payments would amount to but we deducted 
from their 1944 pay cheques on tax account the sum of $21,076,301. 


The war has demonstrated beyond any doubt the capacity of the Canadian 
National Railways to handle traffic in tremendous volume and it is obvious 
from the figures I have given that with volume the railway can be operated at 
a profit. I feel it is necessary, however, to sound a note of caution. It is 
probable that with the war emergency over, traffic will recede from its wartime 
levels. To what extent it will recede we shall have to wait to find out. All 
the indications are that there is going to be more work in Canada than there 
was prior to the war and that there will be more work for the railways. In the 
past the railway could earn a surplus on a gross revenue of $300 millions. The 
picture has changed in the interval because prices for labour and material have 
been substantially increased. 


There has been some reduction in our interest charges but they still absorb 
far too large a proportion of our gross earnings. Last year 11-44% of our gross 
revenues were absorbed by our fixed charges. In 1939 the proportion was 
26:24%. May I indicate to the committee how we compare in this respect 
with other major railroads? (See exhibit attached). 


I am sure anyone studying these figures will be convinced that the burden 
of fixed charges on the Canadian National Railways is a very heavy one and 
one which may be more than the railway can carry if there should be any sub- 
stantial decline in gross revenues and should operating costs remain at the 
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present level. Our greatest problem has been and will continue to be one of 
obtaining sufficient volume of traffic to enable us to meet our enormous interest 
charges. We shall continue to operate the railway as efficiently and economically 
as possible. That has been our policy during the war notwithstanding our 
greatly increased income which has been more than double what it was in 1939. 
It will continue to be our policy. 


TOTAL DEBT AND RATIO OF FIXED CHARGES TO REVENUES 


a 


Miles Ratio of 

of Road] Operating Total Debt Total Fixed Charges 

Oper- Revenues Fixed Charges} to Operating 
ated Revenues 

$ $ $ 1939 1944 

U.S: Class I Roadsii. 25. 1939 | 233,277) 3,955,004, 251/10, 352,646,039} 607,740,479 | 15-21 ]|........ 
1944 | 228,624) 9,435,446, 955 9,830, 186,255} 566,400,041 |........ 6.00 

ennsyly anine. soo204 et ee. 1939 | 10,270} 430,930,778} 692,114,134] 79, DISP LOO 1 1B A Tae ie eo, 
1944 | 10,098} 1,010,015,912| 644,425 247| 75, DOIES LOPE ose / 7.48 

New York Central......... 1939 | 11,008} 341,086,708} 685,780,343] 48, 103,444 | 14.10 ]........ 
1944 10, 746 714, 963,385 612, 719, 371 405-157, S00. | gon bas: 6.46 

mouthernsPacifie o)...2.e0.. 1939 13, 069 217,572, 889 716, 781,019 30, 007, 291 LSe790\ Gri ae 
1944 12,595 628 , 223, 517 580, 444, 416 24, O60 743824 re 2 oc! 3.93 

Atchison, Topeka and 1939 13, 443 160, 039, 967 332, 127, 036 11,056, 699 6. 91s pe mgetoe: 
Santa Fe. 1944 | 13,103} 528,080,530) 243,662,500] 10,080,425 |........ 1.91 

HEATON EACH S. -eScte hee 1939 9,901 164, 253, 371 359, 969, 867 14, 221,976 Sr OO- backt ee 
1944 9,781 506, 590, 966 380, 749, 652 TESESSOSbe ee Sean 2.99 

Baltimore & Ohio.....\.... 1939 6,307 161, 030, 252 677, 153,821 20, 421, 656 12 OS ek ek 
1944 6,144 387,193,036 583, 044, 588 1s 4251 OO eee 4.58 

Canadian National........... 1939 | 23,668} - 203,820,187] 1,308,783 392) 53,488,165 | 26.04]........ 
1944 23,496 441,147,510) 1,274,557,778 00,474,480 |........ 11.44 

Canadian Pacific........... 1939 | 17,176} 152,148,993 523, 848,955} _ 24,700,692*| 16.12 |........ 
1944 17,030 320, 262, 132 401, 321, 229 QUSISOy (oO Tlmat aoe oe 6.30 


Ci ta a a a el i RN ea 


* Fixed Charges ex Soo Line Guaranteed Interest. 


I shall now proceed with the reading of the report of the chairman and 
president of the Canadian National Railways. | 


Mr. Maysanx: Before you go on to that, might I say this. In other years 
we very often adopted the practice of asking questions as we went along. I 
should like to make the suggestion that, as this report is only three or four 
pages in length, we wait until it is concluded before asking questions. 


Mr. VaucHan: That would be very helpful if the members agree to it. 


The CHairMAN: Does it meet with the approval of the committee, that 
Mr. Vaughan present his report before questions are asked. 


Some Hon. Mrempers: Agreed. 


The Cuatrman: Then go ahead, Mr. Vaughan. 


6 STANDING COMMITTEE 


Mr. VAUGHAN: 


Tue HonovurRABLE THE MINISTER OF TRANSPORT, 
OTTAWA. 
Sir, 

In conformity with The Canadian National-Canadian Pacific Act, 1936, 
the Board of Directors submit the following report of the operations of the 
Canadian National Railways for the calendar year 1944. 

The fifth full year of the war, which brought victory after victory to the 
United Nations, made greater demands upon the people of Canada. The 
Canadian National Railways were again privileged to join the citizens of the 
dominion and its allies in meeting the challenge. 

A review of the year’s traffic reveals the magnitude of the work accom- 
plished by the company. Revenue freight amounted to 80,851,179 tons and 
the number of passengers transported was 35,928,212. The system carried 
almost twice as much freight and four times as many passengers as in 1939, 
without serious deterioration in service. Inconveniences were kept to a minimum 
and carefully scrutinized with a view to correction. Over the years, the company 
has kept abreast of railroad development making for improvement in both equip- 
ment and methods and it was this, coupled with the efficient cooperation of 
the staffs and the active collaboration of the shipping and travelling public, 
that enabled the company to cope with the strain of the war traffic. 

Gross revenues rose slightly in 1944, but with a large increase in operating 
expenses due to higher wage rates, higher prices of materials and additional 
maintenance of track and equipment, the net operating revenue was not as great 
as in the previous year. 

As compared with 1939, the higher wage rates added $47,823,000 to the 
payroll and the higher unit prices added approximately $20,000,000 to the cost 
of materials. 

As the result of the 1944 operations a cash surplus of $23,027,000 has been 
turned over to the federal treasury, after the payment of interest due the public 
and the government. | 

The following is a summary of operating results. The full income statement 
appears on the opposite page. 


1944 1943 

Operating revenues... 25.6 veo os ue Ce eee $441,147,510 35 $440,615,954 58 
Operating CRPENSEB: 5 si 's)s! = vik e hie Ma eeee aided m= are gible’ divas aly we 362,547,043 53 324,475,669 50 
Net operating YeVventie sc ce5 shane ct poe ase ae ee $ 78,600,466 82 $116,140,285 08 
Revenue appropriated for pension reserve..........-.ceeee 19,069,000 00 
Net operating revenue after appropriation for pension 

POSEIVG JCal eine cel ikagek ie ta aime Hi, Wi w Mises wibe Wis wire se acer eeu. CGA $ 97,071,285 08 
Taxes, equipment and joint facility rents.................-. 10,875,822 81 15,437,346 89 
Net railway operating “income &..s scsv ent Ole ee $ 67,724,644 01 $ 81,633,938 19 
Other’ income, ‘less_deductions./s: ....cv. ¢. 7s an ae oe ee Cr. 3,371,920 27 8,668,518 37 
Interest.-on funded” debt——public. 3c sc sae ble we a ee 28,135,938 36 30,998,196 32 
Interest on government loans............... Tek Wier cab gaat a une 19,933,701 57 18,664,848 01 


Cash purplusis 2 V tic Fah <p skye Wate. Sleeps ee ee et ee ee ne $ 23,026,924 35 $ 35,639,412 23 
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RESULT OF 1944 OPERATIONS 


CONSOLIDATED INCOME ACCOUNT 


RAILWAY OPERATING REVENUES: 


Freight 
Passenger 
Mail 
Express 
ommererval . 1 leeTApMs., shocdecie eres RAM tue oejeigte wale ks 
TDA AC IRORUN onc Te eee ge Ne beg atta, Tae. wiles Cline SURG ein co anes ¥ 4,8 


obra dinars. 8 6 «le Lele impel ee. @ ehh ele o 0 Scie > we “G0 4) Cite © © 6 @ 68 6 <8) '@ 0.6 


aoe eee eee ee eee eee ese eeer sree eee eee eee eee ore eseeee 


RAILWAY OPERATING EXPENSES: 


Maintenance of Way and Structures..............c0000. 
Maintenance and Depreciation of Equipment............ 
Traftic 


Transportation 


CMe Bees. eu piceFalepialcé. p Ot @ Bae ier pes Os (81S She OLB e- &) C08 OO Se 64 Oh 6: 16.18) BLS ae) §') 0) © 


o, 6h et (60) Wie ee (6 “el Stelp ~~ 6.w 0 6)8 0 0.8 6 6 6.6 2s BS Oe 6 8 06 ee ele 


Dissapll AneOids CO DET A BIOS chain. eine ool cote oe wn Pie a boralblw w/a ts 


General 


SG) She 0) 6-6) 0:0) ba: (0. 0) Uw 16 R668 aoe 0), 0 6 Re Be A (0 6 8 WS) gre, 6 Se e108 wee 


NET OPERATING REVENUE. .. 0... 2c ees eee cvcsrccrsenss 


Revenue Appropriated for Pension Reserve........ 


NET OPERATING REVENUE AFTER 
PENSION RESERVE 


Taxes 
Piquipment..rents-—N eb. Debit. aia. cae ce eon el aibie one 


Joint. Facility Rents—Net Debit....0... 0.0... eee ee 


e* ai wen eM) 9,4) a ete © elapse 1.0 a) Ord) 6-18) 0' 184 9, Oh # OTOL e, 8" Ob: 0) aKa 0 ve a) ee Ge 8 6 


NET RAILWAY OPERATING INCOME............eeeeee 


OTHER INCOME: 
Income from Lease of Road and Equipment............ 
Miscellaneous i Cnt NGOMIEG Li. ee eC a a ice whee Cae ene 
Income from Non-transportation Property............... 
Results of Separately Operated Properties.............. 
PG rel ONGt au SL MCOU Score a alate tng sis ws he tye une utero tiers 
Paden OTe LIAO eras eats seeks ae a seehe eae etesul oth Ung Shay asia Rue. alleniel bs 
BGS VOR Ce EL TICLAN Gs ee ate CY sia en ier Rec RANE eam clin eras aaa acca tay arene 
IM eee TANEOUS TLUICOINGL 8) ees relieg suger. tl cikeate ai PRES Woe ecpaele mb 


AROMAT O TELE RG ULIN GOIN incre ie ceaetne hee cues se Ne 


DEDUCTIONS FROM INCOME: 


Rent for Leased Roads and Equipment...........+...05. 
IVER ROT EATIOOUIATERC OTIC Sc vacsk tie okey tuees ae ace eae Be ene, Rew e e 
INIT SCOM AM COU s lel & Gainer cis reteset. cere) secndane a istecoteresan rare sient Steer oaels 
Interest’ on .omtunded * Debt fi oA a reso vb nce Serer 
Amortization of Discount on Funded Debt.............. 
Miscellaneous Income Charges and Appropriations....... 
Profit and Loss Items—Net Debit or Creditt............. 


ToraAL DEDUCTIONS FROM JNCOME............. 


NET INCOME AVAILABLE FOR PAYMENT OF INTEREST.. 


interest. on Funded | Depti-— Publics seis ats mies © tales 
eT terest On: Government LoOansen. 2. baw ccna eieee tec es 


CASH SURPLUS 


5 ehh 0s 6 Orn © 0 20 ¢ © SA RYE Baers O20 (0 Bue) 6&9 2 6 
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APPROPRIATION FOR 


1944 


$321,588,728 
69,776,256 
4,204,761 
18,008,142 
7,012,442 
20,557,178 


$441,147,510 


$ 76,503,925 
80,215,292 
6,058,693 
177,889,699 
5,922,378 
15,957,054 


$362,547 ,043 
$ 78,600,466 


$ 78,600,466 
7,341,513 
2,956,314 

577,994 


$ 61,578 
954,858 
598,717 
767,528 
1,188,802 

659.726 
3,923,760 
2,367,210 


$ 10,522,182 


$ 1,163,904 
539,891 
90,839 
304,644 
936,291 
4,142,362 
27,671 


$ 7,150,262 
$ 71,096,564 


28,135,938 
19,933,701 


$ 67,724,644 


$ 23,026,924 


1943 


$324,899,723 
66,891,033 
4,047,893 
17,490,783 
7,103,475 
20,183,044 


$440,615,954 


$ 67,308,429 
72,366,530 
5,647,080 
159,477,448 
5,380,416 
14,295,764 


$324,475,669 
$116,140,285 
19,069,000 


$ 97,071,285 
8,390,677 
6,488,739 

557,930 


$ 81,633,938 


$ 56,663 
864,379 
452,410 

3,013,645 
1,030,033 
685,755 
3,255,316 
556,359 


$ 9,914,563 


$ 1,246,514 
529,207 
91,427 
219,512 
1,060,464 
3,068,782 
30,136 


$ 6,246,045 
$ 85,302,456 


30,998,196 
18,664,848 


$ 35,639,412 
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The property was maintained to meet the heavy traffic requirements, but 
shortages of labour and materials restricted certain classes of work. 

The number of Canadian National men and women in the armed forces 
continued to grow and now represents twenty-five per cent of the peacetime staff. 
The problem of training substitute staff and rehabilitating those returning to the 
company from wartime service is receiving the attention of all officers. 

The production by the company of weapons of war, including ships, showed 
little diminution from other war years. 


During the year consideration was given to a program of post-war projects, 
and a special committee was actively engaged in selecting works which, by 
geographical distribution and the nature of the undertaking, would permit 
participation by the company in any government plan for post-war employment. 

In addition, the company is engaged in a program of research designed 
to improve its facilities with the joint object of achieving economy and improv- 
ing the quality of service. In particular, trends in passenger equipment design 
are being studied and new passenger equipment will be lighter in weight, for 
more economical operation, and much improved as regards the convenience and 
comfort of the travelling public. Attention is also being given to the design 
of freight equipment and locomotives, both steam and diesel, as well as to 
improvements of stations, terminals, road and shop facilities. | 


OPERATING REVENUES 


Operating revenues amounted to $441,147,000, the highest in the company’s 
history, the increase being $532,000 over 1943. Revenue from the transporta- 
tion of freight was less by $3,310,000, but passenger revenue increased $2,885,000 
and other revenue $957,000. Total revenues averaged $1,205,000 per day 
throughout the year. 


Apart from minor adjustments, freight and passenger rates remained fixed 
at the pre-war level, this being in accordance with the regulations of the Wartime 
Prices and Trade Board. 


Whereas there was an increase of some 424,000 revenue tons handled, freight 
revenues at $321,589,000 were less by 1:02 per cent. This resulted from 
decreased movements of higher rated war and industrial materials and increased 
movements of lower rated products. There was also a sharp decline in move- 
ment of traffic for war projects in Alaska and Northern Canada. 

Every effort was made, with the co-operation of the Transport Controller, 
to secure a continuance of heavy loading of freight equipment. Beneficial 
results were also obtained through other measures for the intensive use of rolling 
stock. 

Notwithstanding that equipment was urgently needed for other important 
loadings, the company was able to meet the demand for increased grain deliveries 
and the necessary stocks were maintained at the Lakehead to permit of the 
expeditious loading of vessels there. The elevator stocks at the Lakehead have 
been increased during the winter months in preparation for a heavy movement 
down the lakes when navigation opens in the spring. 

Passenger revenues reached a new high level at $69,776,000, an increase of 
4-31 per cent over 1943, and an increase of 291-62 per cent over 1989. 

Increases were again reported in revenues from mail, express, sleeping cars, 
and hotels. 


OPERATING EXPENSES 


Operating expenses increased by $38,072,000. Stated briefly, this increase 
was occasioned by higher wage rates in 1944 as compared with 1943 amounting 


> 
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to $23,348,000, higher prices of materials $7,102,000, and additional maintenance 
of track and equipment $5,893,000. The amounts referred to for wages and 
materials do not represent additional man hours or additional quantities of 
material, but result from the higher unit prices paid by the Railway for labour 
as the result of retroactive wage awards by regulatory authorities, and the 
increased prices paid for fuel, ties, rail and other materials used in maintenance 
and operation. 

Of the increased charge to operating expenses of $23,348,000 due to higher 
wage rates, $18,956,000 represents the recent wage awards granted by the 

National War Labour Board, $3,436,000 the additional cost of living bonus, 
and $956,000 the increased wage rates on the United States lines of the System. 

As regards materials, the largest item of increase over 1943 is locomotive 
fuel. Fuel cost in 1944 was $43,329,000. The average price increased from $5.37 
to $6.10 per ton, involving an added expense of $4,906,000. New rail averaged 
$57.33 per ton compared with $55.26 in 1943. Treated ties averaged $1.65 each 
compared with $1.42 and untreated ties $1.04 compared with 88 cents. There 
was an increase of 2.5 per cent in the price of other railway material. 

The directors feel that more than passing attention should be directed 
to the higher cost of operation due to these increased unit prices for labour 
and material over which the management has no control. 

$10,000,000 was charged to operating expenses as provision for deferred 
maintenance, $1,140,000 for amortization of war projects and $2,375,000 for 
imventory reserve. The amount charged for depreciation on rolling stock was 
$19,853,000, or approximately $7,000,000 more than would be provided under 
average traffic conditions. These special charges have been taken up in the 
operating accounts, in continuance of the practice adopted in 1941, to ensure 
that future results will not be burdened with delayed charges arising out of 
wartime operations. 


SuRPLUS FOR THE YEAR 


In the accounts below net revenue, the major changes were:—decreased 
taxes $1,049,000, principally less income taxes due to less income of the Grand 
Trunk Western Railroad Company; decreased debit balance in the per diem 
account $3,672,000, brought about by increased freight car ownership and 
changes in the traffic and operating conditions; decreased interest charges 
$1,593,000, arising from the retirement of securities held by the public with 
funds borrowed from the government at current interest rates; and on the 
reverse side the less favourable results from the operation of Northern Alberta 
Railways $1,486,000. The gross operating revenues of this railway, which is 
jointly. owned with the Canadian Pacific Railway Company, were lower by 
$3,853,000 than in the previous year. 

The surplus for the year 1944 was $23,027,000, as compared with $35,639,000 
in 1943, a decrease of $12,612,000. 


CAPITAL EXPENDITURE ACCOUNT 


The capital expenditures during the year amounted to $36,063,077, details 
of which are given on page 18. Of the total expenditures $32,359,097 was for 
new equipment. Under hire-purchase agreements with the dominion govern- 
‘ment there were acquired 20 Mountain type locomotives and 7 Northern type 
locomotives, 4,762 box cars, 200 flat cars, 500 hopper cars, 250 ore cars and 54 
refrigerator cars. Purchases for the Grand Trunk Western Railroad included 
10 diesel switching locomotives, 1 passenger car, 200 automobile cars, and 300 
gondola cars. 41 units of work equipment were also acquired. 
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Construction of the new line from Eastern Junction to Bout de l’Ile, on the 
Island of Montreal, contract for which was let on March 22nd, is nearing com-— 
pletion and the line will be ready for operation during the summer of 1945. The 
Butler Street line from Atwater Avenue, Montreal, to the west end of the 
Victoria Bridge (two miles) was completed. These much needed undertakings © 
will be of material assistance to operations and give improved service to the 
public. 


FINANCE 


The details of funded debt and government loans outstanding are shown 
on pages 19 and 20. Funded debt was reduced uring the year by $114,778,566 
and government loans increased $107,780,106—a net reduction of $6,998,460. 
Details are as under:— 


Funded Debt Retirements 


21% T-year guaranteed bonds, matured February 1, 1944 ....... ee $ 15,500,000 00 
3% 9-year guaranteed bonds, matured May 1, 1944 .................... 35,000,000 00 
5% 40-year guaranteed gold bonds, called for redemption July 1, 1944, at 
S105——par vane ee EI ie NaN Whee arr ag t! GagthaciM Ld OG Gra eama to ed oe See 56,684,000 00 
Various securities repatriated under the arrangements referred to in the 
1942. grils. report pak Valtie Soin eis ae bk eee ee Cee ee 1,805,079 32 
Equipment trusts—annual principal payments ...........ececeeeeeeee 5,789,000 00 
Frechional:adjwetmen bed sice cis ch ehels yc ensa teeta ate wie eral aane PON MeN nate teem 487 35 
Reduction tt funded rdept ic So css OG eke Ei ee ae ees $114,778,566 67 
New Government Loans 
Balance of 1943 refunding requirements, etc. .....:.......cccceeceecss $ 1,750,636 92 
Loans to retire the three issues of bonds referred to above, at par; and 
and various securities repatriated at market value ................. 108,945,843 56 
Loan to acquire Atlantic and St. Lawrence Railroad Company shares under 
repatriation? -arraorements. 00 i): nc ly ely eee wee, ee ee 57,846 26 
Loans under equipment hire-purchase agreement 1943 ...............06: 17,753,889 06 
Loans under equipment hire-purchase agreement 1944 ................. 13,680,405 62 
Total New Daag 5 tok ote ote asst aud o shana ol Ege ones orate eaten occ $142,188,621 42 
Joans) repaid. out-of 71943 surplus earnings. S225 tas os Sree Oe ee ae $ 5,639,412 23 
Loans. repaid'-out of 1944 surplus. earnings... 0809.00 ee ae 20,000,000 00 
Equipment hire-purchase annual principal payments ................... 2,891,775 68 


Payment under Financing and Guarantee Act, 1943. The amount iavailable 
from reserves for depreciation and debt discount amortization in 1943 


exceeded the total capital requirements for the year ............... 5,877,326 94 
‘Potal, wepaymMentser ak. ssa Mele Caio ea tle a adiatc rere ga ncaa eae $ 34,408,514 85 
Tncrease“in  rorernment loans ) ol. hee. Cie aa eels a eek eee $107,780,106 57 
Net) reduction in debt during sthe yearic.) kh. ca. ates oo pee e oe $ 6,998,460 10 


GENERAL WAGE NEGOTIATIONS 


Pursuant to the provisions of the Wartime Wage Control Order 1943, P.C. 
9384, the cost of living bonus was incorporated in the basic rates of pay. 


Six days’ vacation with pay was awarded by the National War Labour 
Board for maintenance of way employees and other hourly rated employees 
not previously receiving vacations with pay. 

The National War Labour Board directed the application of a general wage 
award of six cents per hour or $12.48 per month for steam line railway employees 
in Canada not above the rank of foreman. 

Numerous applications for increases in basic rates of pay continue to be 


received from labour organizations. Hearings will be held before the National 
War Labour Board. 


— 
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: CANADIAN NATIONAL EXPRESS 


Owing to the completion of military contracts there was a considerable 
decrease in the number of carloads of war materials carried by the express 
department, but the volume of merchandise traffic was exceptionally heavy. 
Shipments aggregated 15,780,767, an increase of 7-55 per cent over 1943. Fruit 
and vegetable traffic was the heaviest on record. 


| Express revenues at $17,375,000 were the highest in the company’s history 
but, in common with other departments, operating expenses were affected by wage 
and other increases. 


. 


CANADIAN NATIONAL TELEGRAPHS 


The volume of business in 1944 was on a level with the peak year 1943, 
revenues amounting to $6,998,000. Leased wire revenues, including those from 
broadcasting circuits, were the largest on record. 


During the year Canadian National Telegraphs completed its large cons- 
truction program for the Department of National Defence in connection with 
the Pacific Communications Project and Defence Communications Limited, as 
well as furnishing the Department of Transport with a network of telephone 
despatching circuits for airways traffic control. Substantial improvements in 
equipment were also made in the teletype network used by Trans-Canada Air 
Lines across the continent. 


Hote, OPERATIONS 


The combined revenues of the year-round hotels amounted to $5,639,000, 
the highest in the history of the Hotel Department. Despite the difficulty in 
obtaining supplies under wartime restrictions, and the extreme shortage of 
skilled labour, service has been maintained at a high standard. The three 
resort hotels, Jasper Park Lodge, Minaki Lodge, and Pictou Lodge, were not 
operated in 1944. 


The Hotel Vancouver, operated by a separate company for the Canadian 
National and Canadian Pacific Railways, had a very large measure of 
patronage. 


SLEEPING AND DINING CARs 


The company, under war conditions, has been unable to augment its supply 
of sleeping and dining cars. War traffic has put a great strain on both equipment 
and personnel, but the public has shown an understanding of the difficulties. 


The number of dining, cafe, buffet, commissary, kitchen, sleeping, tourist 
and parlor cars in service in 1939 was 531, and the number in service in 1944 
was 530. 


Meals served in the company’s dining cars totalled 4,903,968. This was 
more than five times the number served in 1939. 


TRANS-CANADA AIR LINES 


In 1944 the number of passengers carried by Trans-Canada Air Lines 
increased by 12 per cent, air express volume by 4 per cent and air mail by 3 
per cent. The trans-Atlantic air service operated by T.C.A. for the Dominion 
government was expanded. A large amount of military aircraft overhaul was 
carried on in the T.C.A. shops. During the year plans were made for 
additional domestic and international services. 
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OTHER ACTIVITIES 


In addition to providing railway transportation, air service, telegraph and 
express service and hotel accommodation, the National System continues to 
make its contribution to the nation’s war effort in a number of other ways. 
Canadian National Steamships are playing a distinguished part. The Prince 
Rupert Dry Dock and Shipyard, National Railways Munitions Limited and 
the Company’s shops are meeting their war contract schedules. 

The Railways had the honour of operating two special trains from Halifax 
to Quebec for Prime Minister Churchill and his party attending the Second 
Quebec Conference in September. It also handled the trains for Mr. Churchill 
and President Roosevelt from Quebec en route to Hyde Park, N.Y. and to 
Highland, N.Y. at the conclusion of the conference. The Railway participated 
in the movement of a special train from Washington to Montreal and return 
carrying some 300 delegates to the United Nations Relief and Rehabilitation 
Administration Conference in September. In October, fifty delegates of the 
British Commonwealth travelled by Canadian National from Montreal to 
Chicago to attend the International Civil Aviation Conference. 


Victory LoAN CAMPAIGNS 


In the Victory Loan campaigns held during the year, Canadian National 
employees subseribed $22,860,550, an increase of $7,485,950 over 1948. Contri- 
butions by personnel of Trans-Canada Air Lines, included in this total, 
amounted to $568,600 and those of National Railways Munitions Limited to 
$265,850. The number of subscribers to the Seventh Victory Loan was 90,779. 

Through the payroll deduction plan employees invested a further $1,465,036 
in War Savings Certificates during the year. 

Apart from the individual purchases by employees, the Company subscribed 
$27,646,500 to the 1944 loans for account of reserve and other funds. 

The employees on lines in the United States subscribed substantially for 
United States war bonds during the year. 


Tun STAFF 


The railway is proud indeed of its employees who have enlisted for active 
service. They have done a magnificent job in all branches of the armed 
forces on all the battle fronts, at sea, on land and in the air. The company 
will remember and honour those who have given their lives for their country, 
and to their bereaved families the directors extend their deepest sympathy. 


The company is making the necessary plans for the re-assimilation of its 
employees on their discharge from the armed forces. Already some 1,400 
have been welcomed back to the railway’s service. A committee has been set 
up at headquarters to aid in the task of re-establishing all employees who wish 
to return to the service and every effort will be made to ensure satisfactory 
employment for those who by reason of disability are unable to resume their 
pre-war occupations. 


Thanks are expressed to the men and women of the system whose duties 
have kept them on the home front for their loyal co-operation in the common 
task. 


The CuarrMan: Gentlemen, would you like to take the balance sheet page 
by page, or have you some comments which you would like to make first, 
following Mr. Vaughan’s statement? 

Mr. Emmerson: I would like to ask a question bearing on the last part of 
the statement with regard to absorption of men who served overseas and have 
been discharged from the army, more particularly with regard to apprentices 
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in the shops who replaced these men as they enlisted—that is, other apprentices 
were started on their apprenticeship. These soldiers are returning and are 
coming back to work. What does that mean so far as the young boys who have 
started during the war on their apprenticeship are concerned? 


Mr. VaucHAN: Do you mean what allowance has been made for their 
war service? 3 

Mr. Emmerson: No, I am thinking of the young men who were in there 
on their aprpenticeship, not those serving overseas. Will they be displaced on 
the return of these other apprentices or will they complete their time? 


Mr. VauGcHaNn: If it is necessary to do so, that will be done. Of course, first 
consideration will be given to the men who went overseas. 


Mr. Emmerson: Yes, but is it going to mean that? 


Mr. VAUGHAN: We cannot say what will be done there until the situation 
develops. We are not going to lay any of them off if we can avoid it. 

Mr. Watton: As Mr. Vaughan has said, I think much will depend upon 
developments. Naturally, the men who have served overseas and come back 
are entitled to first consideration. It may work out satisfactorily for all 
concerned because we have taken on fewer apprentices during the war. In many 
cases there were no available suitable young men; so it may develop that there 
is room for everybody. If not, toc put it briefly, the returned men get the 
preference over the men who are here. 

: Mr. Emmerson: And should many of the young men have to be laid off 
it would only be a temporary lay-off until they can be again absorbed to complete 
their apprenticeship? 

Mr. Watton: Yes, they are allowed to retain their former service rating 
and come in again whenever there is a call for additional men. 

Mr. Maypanxk: You keep them on the roster? 

Mr. Watton: Yes. 


Mr. Mutcu: In the case of personnel who were apprentices at the time 
that they enlisted, have you had a sufficient number of them back to enable 
you to state whether generally they are satisfied to go back and complete their 
apprenticeship? 

Mr. Vaucuan: I think our experience is that most of them are satisfied 
to come back and quite a number have come back. 

Mr. Mutcu: They may be four or five years older and still in the 
apprentice class. 

Mr. Watton: Some of them have been in positions where their war service 
was a direct addition to their experience as mechanics; for example, men who 
have been working as naval artificers and trades like that, and that experience 
works in- with their work if they had been apprentice machinists. 

Mr. Mutcu: That was to be my next question. With regard to these men 
who have been employed, for instance, as machinists or mechanics or artificers 
in the services, do you give them credit on their apprenticeship? 

Mr. Wauron: Yes, where their employment in war service has been of a 
nature that couples in with the railway work that is allowed as qualifying 
experience, 

Mr. Maypank: The labour unions have something to say. Is it a fact 
that they co-operate fully? 

Mr. Watton: Yes, this whole arrangement has been by co-operation with 
the unions, sir, and the whole thing has been. worked out in a mutually 
satisfactory way. 

Mr. Emmerson: I have one more question to ask. Take the case of an 
apprentice who enlisted and became a casualty or suffered a disability to such 
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an extent that he cannot continue on in that particular craft—he may be a 
boilermaker—now, suppose he wanted to continue in some other craft that 
would be permitted by the medical officer, what could be done for him? 

Mr. VaucHan: We have a committee set up to deal with all these cases, 
and they would endeavour to put him in some satisfactory position. 


Mr. Emmerson: There would be an endeavour to place him? 

Mr. VaucHan: Yes, we have a committee set up especially to deal with 
these sort of cases. 

Mr. Brauporn: I understand that the employees who were hired during 
the war to replace service men were hired on a temporary basis; they were not 
allowed to believe that their jobs would be permanent? 

Mr. Watton: In all the different departments the date that a man starts 
to work establishes his seniority. Now, as all the men who went into the armed 
forces were assured of continuity of service they automatically are senior to 
those who came in later during the war years; so that the relative position 
between the two groups—the men who were in the armed forces and those who 
were not—is automatic. 

Mr. Brauporn: Your company has many post-war projects, according to 
your report. A special committee has been instituted and has listed certain works 
which would enable your company to participate in the post-war employment 
projects. Could you give us a list of the post-war projects? | 

Mr. VaucHaAN: There was a committee set up by the House to deal with all 
these matters, and we, in common with other interests, submitted a list at that 
time. There is a list on file in some department of the government. 

Mr. Mayzanx: The list is also in the report of that committee. It was put in 
verbatim in the proceedings of the Reconstruction Committee of last year. 

Mr. Bravuporn: Of last year? 

Mr. Maypanx: Yes. What was the amount you set at that time in that 
committee which you estimated you would be able to expend in this fashion? 

Mr. Vaucuan: I do not remember the exact amount; we divided it into 
several categories. 

Mr. Maypanx: I remember it was a large sum. 


Mr. Vaucuan: Yes, we did point out that we ourselves did not feel like 
spending and did not propose to spend any money unless we could see some 
return on it, but if the government expected to give some assistance from a 
reconstruction fund we would be able carry on certain work on that basis. 

Mr. Mutcu: The reserves which you have created for the express purpose 
of completing maintenance which you have not been able to do and furnishing 
rolling stock is in itself a help. : 

Mr. Vaucuan: Exactly; but those reserves were not created for new capital 
work. ; 

Mr. Mutcu: They do create jobs. 


Mr. VaucHaN: Yes, undoubtedly, they will create a lot of jobs. 


Mr. Braupoin: I notice with regard to the subject of negotiations on wage 
increases that the employees have already been granted by the National War 
Labour Board six cents per hour increase. There is also the statement that 
many more demands for wage increases are now before the National War Labour 
Board. Could you give us an idea of what are the new wage increases? 

Mr. VaucHan: We have got applications. We have to bear in mind that 
this is a 1944 report; increases have been granted since; and we have now before 
us applications from many of the different classes of labour in our employ, and 
those applications will go before the War Labour Board in due course. The 
total amount involved would probably be $25,000,000—that represents all the 
requests. I do not think I have a list here, but I have a list some place of the 
various organizations’ requests. 


: 
q 


: 
4 


RAILWAYS AND SHIPPING 15 


Mr. Maysanx: Would it not be a fact that you have them from practically 
every organization? } 

Mr. VaucHAN: We have that here some place. I could probably get it for 
you, but we have so many papers before us here that I cannot find the informa- 
tion at the moment. It represents applications from many Classes of labour. 


Mr. Hazen: Did you say it would amount to $25,000,000? 
Mr. VaucHan: Pretty close to that. 


Mr. Hazen: If you had to pay that amount then, instead of having a 
surplus of $23,000,000 last year, you would have a deficit? 

Mr. VaucHan: That would be quite true. 

Mr. Hazen: And that deficit has to be paid by the taxpayers of the country? 

Mr. VAUGHAN: Quite so. We do not expect to have to pay anything like 
that amount, though. 

Mr. Mayspank: I think that is a bargaining figure. 

Mr. Vaucuan: I see at the present time there are applications presently 
before the National War Labour Board for $13,547,000 and then there are 
others pending that have not vet reached the Board. 

Mr. Brauporn: This is not a joint submission. 

Mr. Locxuart: Could I have those figures repeated? 

Mr, Wauton: $13,547,997. I think it should be emphasized that these are 
applications before the National War Labour Board and what the outcome 
will be we do not know. 

Mr. Bravporn: That is not a joint submission; it is made by the union? 

Mr. Watton: Yes. 

Mr. VaucHan: Our position is that we have told the men we could not 
afford to pay these wages and they have been referred to the War Labour Board. 

Mr. Rerp: If there is a decline in passenger and freight traffic will there be 
a proportionate drop in the personnel—the employees? 

Mr. VaucHan: Undoubtedly, as our traffic goes down we will have to reduce 
our expenses, and the only way or the principal way of doing that is to reduce 
the number of employees. We cannot get away from it. 

Mr. Maysank: Personnel now numbers about 100,000? 

Mr. VaucHan: Approximately. 

Mr. Locxuart: Will there be any reduction in wage scales? Will the present 
wage scales, as awarded, be maintained on a permanent basis, or will there 
be reductions? 

Mr. VaucHaNn: They have already been granted by the National War 
Labour Board at Ottawa as permanent increases. They have not been given 
as war bonuses. 

Mr. Nicuotson: The president mentioned the reduction of labour costs. 
As a member of the committee during the war years I wish to express my own 
personal appreciation to the president and the officers and staff of the Canadian 
National Railways for the wonderful job they have done during the war years. 
I was down in Halifax recently when the New Amsterdam and the Ile de France 
arrived over the week-end, and I never realized before what a tremendous 
organizational job it is to get those troops moving out in the course of a short 
time. They had to see that the troops were moved to British Columbia and 
Alberta and all other parts of Canada and provide sleeping cars and dining 
cars and all other facilities. In connection with the point we were discussing, 
I would like to ask the president to enlarge on the last paragraph on page 5 
of his brief where he says that the burden of fixed charges on the Canadian 
National Railways is a very heavy one and one which may be more than the 
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railway can carry if there should be any substantial decline in gross revenues 
and should operating costs remain at the present level. I wonder if Mr. Vaughan 
could give us some indication as to what sort of adjustment there should be to 
bring the ratio of fixed charges and operating revenue in line with those of the 
Canadian Pacific, for example? 

Mr. Vauauan: We think that our ratio of gross earnings to fixed charges 
should at least be about on the same average as class 1 railroads in the United 
States, which is almost half what it is in the Canadian National Railways. 

Mr. Nicuorson: In terms of dollars and cents, how much is involved in 
your capital? 

Mr. Vaucuan: Last year it would have been $23,000,000 or $24,000,000 as 
against $45,000,000 or $46,000,000. 

Mr. Nicuotson: That would be half a billion dollars; you would have to 
write your capital down. 

Mr. VaucHan: Yes, while we have this traffic we can meet those charges, 
but I think it is only fair to point out that when traffic declines, if wages remain 
as they are, there is bound to be a different showing. 

Mr. Nicuotson: What attempts have you made during the years to get 
your capital brought down? 

Mr. VaucHan: We have accomplished quite a bit. The maximum fixed 
charges in 1932 were $56,000,000, and we have reduced them down to below 
$46,000,000. 

Mr. Nicuotson: That still represents a large amount. What was your 
point precisely: to have the government of the country face up to your capital 
structure and give you a chance to operate on the same basis as American 
railways, for example? 

Mr. Vauguan: There have been many discussions, aS the minister knows, 
and he might want to say something himsell. 

Hon. Mr. Cueverer: The only thing I can say with reference to that is 
as to what has already been done in the Capital Revision Act. You probably 
remember that an amendment was brought in to amend the Act the other day 
and certain general statements were made having to do with the different method 
of revising the capital of the Canadian National Railways. That was done in 
1937 under the Act of that time. : | 
Mr. VaueHan: I think I might point out that at that time none of our 
capital was written down— . 
Mr. Cooprr: That was so as regards debt held by the public. 

Mr. Vaucuan: None of the public debt was written down? 
Mr. Cooprr: There was no reduction in the debt to the public. 

Mr. Maypank: As a matter of fact, it comes to this, that the only way to 
improve that situation, barring a very long time of exceptionally good net 
revenue, is for some person to lift that load of debt off the railroad, and that 
person is the government of Canada. Is not that what it comes down to? 

~ Mr. VaucHAn: That is so. 

Mr. JackKMAN: We seem to be jumping around and the subjects do not 
check up. How much was written off by that Capital Revision Act? Have 
we now to give consideration to this problem? 3 

Hon. Mr. Cuevreier: I wonder if we could not discuss that when we come 
to the report on the securities trust? 

Mr. JAcKMAN: Any time is suitable, but we started off this way. Now, 
may I ask about these apprentices in the services who are now being taken 
back? Mr. Walton said they had to have qualifying experience, implication 
being that the military experience— 
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Mr. Watton: I did not mean they had to have qualifying experience before 
they got back, but that where their work was comparable to the work they 
had left on the railway that did count in advancing them and qualify them 
for graduating out of the apprentice class. 

Mr. JACKMAN: _ Is that a rather rigid qualification put in there, because after 
all, while the movement of supplies and troops is very essential to the military 
authorities nevertheless most of the men are in the fighting commands? 

Mr. Warton: The point we cannot ignore is that the apprentice is working 
toward the point where he graduates from the apprentice class and becomes a 
fully qualified man in his trade, whether as a machinist, a boilermaker or 
whatever it may be. If he, by any chance, is given his rating as a machinist 
when he has not properly learned his trade then he is of no use to himself 
or to the railway or to any other employer as a machinist; we have to have 
some record of his qualifications for his rating as a machinist, so to speak, 
before he can take over that work. It is a matter of the practical working 
out of the finishing of his trade, so to speak. 

Mr. JackMANn: With regard to the boys who have had this qualifying 
experience in the armed services, there is no objection on the part of the unions to 
advancing them to master mechanics, is there? 

Mr. VaucHan: No, they have gone along with that. | 

Mr. JAacKMAN: Do the unions allow you to give full priority if the employee 
has been in the services; there is no line of seniority by reason .of military 
services? 

Mr. Watton: No. That was agreed to by the company at the outset of the 
war; and in order to avoid any misunderstanding it was reduced to the form of 
an agreement with the respective brotherhoods for the various classes of 
employees. They are very glad to go along with it, and there has been no diffi- 
culty on that score at all. 

Mr. JAcKMAN: The pension plan was kept operating, I believe, as far as 
the company is concerned? 

Mr. Vaucuan: That is correct. 

Mr. Harkness: What is the position of a man who joined up who would 
have become a passenger agent in Calgary, but during the time he was away 
somebody else, who was junior to him, might get that job? 

Mr. VaucHan: We have obligated ourselves to re-employ each one of these 
men who left our services to enter war services in at least as good a position as 
he would have had had he remained; so he would not have to take second place 
to some man who had been junior to him and had received promotion during 
the war. 

Mr. JAcKkMAN: In other words, he is fully protected. 

Mr. Vaucuan: Yes, he would not suffer at all by reason of his overseas 
service. 

Mr. Mayrsank: I! suppose you would have more difficulty in that regard with 
offices than in cases where there is seniority? 

Mr. VAUGHAN: Yes. 

Mr. Maypanx: You cannot do it in offices, can you? © 

Mr. Vaucuan: We are following it out pretty well. There are many diffi- 
culties. We have had men who have gone over as office boys and have come back 
as squadron leaders, and we have had a man who had gone over as a clerk and 
come back as a major general. 

Mr. MayBanx: Some one of them might have become president? , 

Mr. Vaucuan: Yes, As I said, we have a committee studying these things, 
and we are trying to put these people in a suitable place. 
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Mr. Watton: Out of some 1,500 employees who had returned there were 
four cases in which there was some difficulty as to just where they could be 
fitted in, and these cases are being dealt with. 

Mr. JACKMAN: Do you have a retiring age? 

Mr. VaucHaNn: Yes, 65 is our compulsory age. A man may retire at 60 
after 35 years of service. 

Mr. JAcKMAN: And he gets all the pension? 

Mr. VAauGHAN: He gets what he has earned up to the time of his retirement. 
Mr. Rem: Is it contributory? 

Mr. VaucHan: The company matches. the contributions of the men up to 5 
per cent of their wages. 

Mr. JAckMAN: I know you have several pension plans, but about what 
what would be the average percentage of a man’s earning capacity if he retires at 
65—would it be 30 per cent? 

Mr. Cooprrr: The average pension under the present plan is $503 a year. 

Mr. JaAckMAN: At 65? 

Mr. Coopmr: Yes, at 65. 

Mr. JAckmaNn: Is that likely to increase owing to the more modern pension 
plans that have been introduced in more recent years? 

Mr. VaucHan: We have not altered our pension scheme except that we 
have changed one or two of our rules. For example, up until recently a man 
could not retire before age 65, regardless of how much service he had, unless he 
was incapacitated, now he can retire at 60 years of age if he has a minimum of 
35 years’ service. We have altered some of the rules, but the basic pension 
plan has not been altered. 

Mr. JAckMAN: A man cannot look forward to retirement in the near future 
and getting an average of much better than $503? 

Mr. VaucHan: No, I do not think so. 

Mr. Cooper: The present arrangement is that if he contributes 5 per cent, 
his pension will not be less than it would have been under the old rules where it 
was 1 per cent for each year of service. 

Mr. JACKMAN: You may have noticed that 5 per cent used to be the maxi- 
mum that a company was allowed to deduct, and the suggestion was made by Mr. 
Ilsley that it be raised to 9 per cent if it be agreeable to the company. 

Mr. Cooper: He now permits a deduction for tax purposes up to $900 a 
year. Our plan, of course, does permit an employee to contribute up to 10 per 
cent, but the company will only match up to 5 per cent. 

Mr. JACKMAN: You have a few who do not contribute. 

Mr. Cooprr: That is so. 

Mr. JackMAN: Would you have as many as a third or half? 

Mr. Cooper: I think you are about right as to the proportion. I believe 
that under the budget proposals, which will permit the deduction of pension 
contribution for tax purposes, there will be an incentive to our employees to 
contribute, which they did not have prior to the amendment which Mr. Ilsley 
has made. 

Mr. JAcKMANn: You have had a 5 per cent maximum, $600, for some years 
now—now that is to be increased in order to allow a fund to be built up, which 
would more adequately take care of a man’s old age? 

Mr. Murcu: Is the pension optional? 

Mr. Cooper: The contribution is optional. Of course, Mr. Isley was 
speaking of a pension equal to one-half of the salary. 
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Mr. JAcKMAN: That was the desired objective. 

Mr. Cooprr: Very few of us have any hope of getting anything like that. 
Mr. Watron: There are a lot of temporary employees not in the fund. 
Mr. Jackman: Are you faced with a shortage of help on the railways? 


Mr. VaucHan: In some classes we are still short of help, but men are 
coming back now and we think that in six months or a year’s time that situation 
will correct itself. 


Mr. SHaw: Mr. Vaughan, you have a compulsory retirement age of 65, 
but I understand that you did grant extensions beyond that age. Can you give 
us the number who have continued to carry on beyond 65? 


Mr. VaucHan: We did grant extensions, particularly during the war. In 
fact, we asked such men as mechanics and telegraphers who had been retired to 
come back into our service. As the labour situation corrects itself, these men 
will go out on their pension immediately. Apart from this I do not suppose we 
have half a dozen men in the service who have had their service extended beyond 
65 years of age; they are nearly all specially trained technical men whom we 
have had to keep on due to the shortage or inability to get mem trained in a 
particular class. 


Mr. SHaw: How many have been brought back from retirement to the 
service? 


Mr. VaucHAN: Are you referring to mechanics and telegraphers? 
Mr. SHaw: I should like an answer that is all-embracing, if possible. 


Mr. Coorrr: At the present time we have 462 people who are on extension 
in the service; that is, beyond the age of 65. 


Mr. SHaw: I have one other question. Have you any idea of the per- 
centage of former employees who went into the services, who have come back 
and requested reinstatement? 


Mr. VaucHANn: Yes. 


Mr. Coorzr: The proportion brought back from retirement has been very 
small. 


Mr. SHaw: A very small percentage? 
Mr. Coorrmr: Very small. 


Mr. Watton: Just to make the situation clear, I might say that arrange- 
ments are already in hand, for those who were brought back in and who were 
continued beyond the age of 65, to terminate those extensions. In the classes 
such as engineers, conductors, firemen and brakemen, they are already running 
out, there may be a few extensions yet, but as they reach the end of that 
extension it will not be renewed, and new extensions are not being granted. The 
same applies in the shops to mechanics and so on. Telegraphers are still short. 
But just as soon as the situation permits in any of those departments, we are 
bringing to an end these services over age 65. 

Mr. VaueHan: I think this will perhaps answer part of your question. 
The number of employees resuming service after being discharged from the 
armed forces up to September 30, 1945, was 3,269. 


Mr. SHaw: Out of about 25,000? 

Mr. VaucHan: Hardly 25,000; something nearer 20,000 went overseas. 

Mr. Suaw: Can it be assumed as reasonable that applications will not 
come from a larger percentage than that for reinstatement? 

Mr. VaucHAN: I have no doubt that most of these men will come back 
_to our service. We feel that they will. 
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Mr. Jackman: In those classifications where you have no shortage of 
men now, largely because of the re-employment of ex-service personnel, you 
have had to let go some of the temporarily employed men during the war? 

Mr. Wauron: Yes, some. © 

Mr. JackMAN: Have you had to let them out of the service or have you 
been able to transfer them? What I want to find out is this: what is their 
reaction? . You are going to have many more men, as Mr. Vaughan has sug- 
vested, applying for re-entry into the railway service; and I want to find out 
whether or not you expect to have a real problem on your hands. 

Mr. Watton: We will take care of any we can, but there will be some 
inevitably who will be dropped. Just what that number will amount to it is 
dificult to say. In the maintenance of way department, for track work, 
starting next spring we will require a large number of men. If men of that 
class are available, there will be a very good number required. 

Mr. JackMAN: When you transfer a man from one class of work to another, 
what happens? Suppose he was in the shop and you want to put him out on 
the maintenance of way. Do you have to go through National Selective 
Service? 

Mr. Watton: No; not as long as he stays in our organization. 

Mr. Vaucuan: Not unless he had left our service; we would not have to do 
that, unless that were the case. 

Mr. Watton: National Selective Service contemplates separation notice. 
If you do not separate from your employment, you do not have to go through 
National Selective Service. 

Mr. Locxuart: You can transfer without permission? 


Mr. VauGHAN: Yes. 

Mr. Harkness: Could you tell us what proportion of your revenues were 
derived both from the point of view of freight and passengers from the govern- 
ment, from hauling troops and government war supplies? 

Mr. Vaucuan: That question was asked last year, but it would be im- 
possible for us to separate our ordinary revenues from that which might be 
attributed to war revenue; because they are all mixed up and the same firms 
are shipping war materials and other materials. It would be a very difficult 
matter to segregate them. 

Mr. Harkness: What I was trying to get at was what reduction in revenue 
you would likely suffer due to the ending of that traffic. 

Mr. Vauauan: That remains to be seen. It depends upon the general 
condition of industry in Canada. Undoubtedly, during the four war years, 
or the five or six war years quite a substantial proportion of our increased 
revenue has been due to the movement of war materials and troops. 

Mr. Harkness: No doubt you have made estimates as to what would be 
the loss of revenue because of that? 

Mr. VaucHan: Have we any figures on that, Mr. Cooper? 

Mr. Coorrr: No, sir; we have not considered the 1946 budget yet. 

Mr. Vauewan: No. When we deal with our 1945 report, we will also 
deal with our 1946 budget. I presume we will be dealing with that 1945 
report about March or thereabouts. 

Mr. Jackman: Mr. Vaughan, when you have commandered by the army all 
possible cars for troop movements, as at the present time, sending cars from 
Ontario, and elsewhere probably, to Halifax, what do you charge for them? 
After all, the cars take perhaps three or four days or a week in order to go 
down there and bring the boys home. How do you assess your charges for that? 
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Mr. Vaucuan: There are special rates, which I think Mr. Cooper has 
on record here. The rates charged the Department of National Defence on 
that account are as follow: 250 or more, 100 miles or more, 1{ cents per mile, 


all ranks; 250 or more, less than 100 miles, 23 cents for officers, 12 cents for 


other ranks. Then there are various other rates. I think what you have in 
mind, Mr. Jackman, is what we assess the department, for bringing empty 
cars from Vancouver to Halifax to bring the troops up to Montreal and points 
west. 

Mr. JAcKMAN: Are you charging enough to the proper department? 

Mr. Vaucuan: I think the rates are low, but we cannot get any more. 

Mr. Watton: Of course, as far as handling the equipment for that pur- . 
pose is concerned, we do not get anything for that. 

Mr. Vaucuan: No. 

Mr. Watton: We have to place the equipment in position for this business, 
and then we get those rates. 

Mr. JAcKMAN: You must be losing tremendously from the operating point 


of view. 


Mr. VaucHan: There is very little money in it. Of course, Halifax js 
an exclusive point on our line, and being the principal point of embarkation 
and debarkation, we have to handle everything in and out of Halifax. We 
have to haul cars sometimes long distances.to accumulate enough of them to 
take care of the troops from a vessel such as the Queen Elizabeth which will 
have 12,600 troops on board. Of course, the C.P.R. will supply some of the 
equipment, but it will be turned over to us at Saint John. We will move their 
empty equipment from Saint John, and then we will turn back some of the trains 
to them for which they have supplied empty equipment, back at Saint John 
again. But we have to move everything for that entire 278 miles. 

Mr. Jackman: In view of the fact that you have to mobilize all these cars 
there, are you not bound to lose? 

Mr. VAucHan: We have to mobilize and service all the cars and trains at 
Halifax. 

Mr. Jackman: Are you not bound to lose on that particular operation, in 
view of the fact that you are probably making enough on some other aspect of 
trogp movements? 

Mr. VAUGHAN: Passenger traffic or troop movement is like everything else. 
If you get it in sufficient volume, a little money can be made. We do not think 
we have lost anything in the movement of troops, although the rates charged are 
low. But we did not think it was opportune for us during the war to try to get 
increased rates for the carriage of troops. Those rates were all agreed upon and 
were considered as fair and reasonable at the time. The same rates ares of 
course, paid to the other railroads as are paid to us. We all get the same rates. 

Mr. Rei: Would not the great number of men coming to Halifax com- 
pensate you to a considerable extent for the equipment you have to provide? If 
you were sending down for 100 men you would have to send down a certain 
amount of equipment and a certain number of crew, as you would if you send 
down for 12,000 men. The extra number would compensate the company, would 
it not? 

Mr. VAUGHAN: Yes. 
| Mr. Rem: It compensates you in the great number you handle from Halifax. 
F Mr. Watton: It largely means an empty movement in one direction in 
order to get the equipment placed, and that is a non-revenue movement in one 
direction. That is substantially what it means. 
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Mr. Vaucuan: There is very little profit, if any, in the movement of troops, 
because we have so much empty haulage of equipment. 


Mr. Nicuotson: How about the movement of troops from Halifax to 
Calgary, for example? Do you move them all the way over the C.N.R. or where 
do you turn them over to the C.P.R.? 


Mr. VaucHAN: The business is divided fairly well between the two com- 
panies. On account of our larger mileage and as we originate most of the 
traffic, we handle more of the troops on the C.N.R. than the C.P.R. do. That is 
only natural. We handle trains from Halifax right through to Vancouver and 
right through to Edmonton and right through to Winnipeg; and the C.P.R. may : 
handle similar trains via Saint John. We would deliver them to them at Saint 
John. We could not supply all the equipment for all the troop movements. 


Mr. Hazen: In your report to the Minister of Transport on March 15, 
1945, which you read, there is an item, “Revenue appropriated for pension 
reserve, 1943, $19,069,000.” This year, or rather for 1944 nothing was 
appropriated. 


Mr. VaucHan: Something for that has gone into ordinary expenses. 
Mr. Hazen: Why was nothing appropriated in 1944? 
Mr. Vaucuan: Mr. Cooper will answer that. 


Mr. Cooprr: 1943 was the year in which we placed our pension contracts © 
on a fund reserve basis, and we then had to take up the arrears on all contracts 
issued from 1935 to 1943. $19,000,000 represents the arrears prior to 1943. The 
amount chargeable for that year itself was included in operating expenses and 
likewise in 1944, the charge for the contracts issued during 1944 was taken up 
as an ordinary operating cost. 


Mr. Hazen: It sets out, in the first statement that Mr. Vaughan read, that 
the total additional revenue which will have been set aside, 1943 to 1945, under 
this arrangement is $25,926,000. 

Mr. Cooprr: Mr. Vaughan’s statement is speaking as if we had reached the 
end of 1945. The situation is that the cost applicable prior to the year 1943 
was $19,000,000. The charge for 1943, 1944 and 1945, which is in the neighbour- 
hood of $2,000,000 a year, is taken up in the operating costs of each of those 
three years; and that is why we say that as of the end of 1945, the cumulative 
figure would amount to $25,000,000. 3 


Mr. Hazen: It appears from this statement to the minister that the net 
operating revenue for 1943 was $116,140,000. In 1944 it had dropped to 
$78,600,000; and the drop apparently was due or largely due to the fact that 
operating expenses increased by $38,072,000 as stated on page 7. 

Mr. VAUGHAN: Yes. 

Mr. Hazen: This $38,072,000 increase in operating expenses was made up 
of $23,348,000 higher prices of materials— 

Mr. JackMAN: No, wages. 

Mr. Hazen: Pardon me. It was made up of $23,348,000 higher wage rates 
and $7,102,000 higher prices of material. Is that right? 

Mr. VauGHAN: Yes. 

Mr. Hazen: Then you go on in your report and you say, “The directors 
feel that more than passing attention should be directed to the higher cost of 
operation due to these increased unit prices for labour and material over which 
the management has no control.” 


Mr. Vauguan: That is right. 
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Mr. Hazen: I should like to ask you, Mr. Vaughan, if you think this 
committee should direct their attention to this matter; and if you think they 
should direct their attention to it, have you any suggestions to make as to how 
they should approach it and how they should deal with it? 


Mr. VaucHAN: That is a difficult question to answer, Mr. Hazen. After 
all, these bodies that have granted these wage increases have been Boards that 
have been appointed by the government. They have heard the evidence pro 
and con in connection with these applications for wage increases, and they have 
come to their decision, apparently based on the evidence given to them. I 
presume the increases have been granted largely due to what is said to be the 
increased cost of living and so on. I would not think that this committee could 
do very much about it. 


Mr. Rei: What about the cost of materials? I notice that fuel oil has 
gone up by at least 14%; coal has gone up; new rail has advanced and the 
price of steel. Some of these articles were under the price ceilings. Evidently 
something has escaped the price ceiling. 


Mr. VaucHan: That is true. When some of the steel mills wanted an 
increase in the price of their products, it was felt that the ordinary consumer 
of steel could not pay. Apparently in Ottawa they thought the railways were 
doing pretty well and they could afford to pay, so they selected some of the 
commodities the railways used and advanced the price. 


Mr. Rei: And they went over the ceiling. Those steel prices were not 
under the ceiling, so they made the railways the goat. 
Mr. VaucHan: Those prices were ceiling prices. That ceiling price was 


raised by the wartime price control on some of these commodities that the 
railways used. That was true of other commodities such as ties and lumber. 


All those prices were increased very substantially. 


Mr. Rei: Do you think the raise was allowed so the steel companies could 
get a little more from the railway companies on their steel? 


Mr. VauGHAN: Well, it was felt that the railways used certain steel com- 
modities that no one else used, such as tracks fastenings, steel rails and things 
of that kind; and apparently at that time if the steel mills received an advance 
on the products that the railways used that would satisfy them for the time 
being. 

Mr. Rew: What about fuel oil? It was increased considerably too. 


Mr. VaucHan: Yes. Fuel oil has increased very substantially. Fuel oil 
increased about $500,000 over 1939. That was based, of course, on the cost 
of production. We have not been able to get as much, or very little fuel oil, 
from the United States. On our lines from British Columbia, before the war 
they used fuel oil that was brought up and put in our tanks at Vancouver or 
Prince Rupert. We were able to get, but very little of that fuel oil during the 
war, and we had to get it where we could obtain it. 


Mr. Maysanx: Do you suggest that there is the possibility of a drop in 
fuel oil? 


Mr. VaucHAN: Well, we hope it will drop. That is all we can say. 

Mr. Maypanx: You hope, but there is no real expectation of that, is there? 

Mr. VaucHan: Not immediately, no. 

Mr. Picarp: On page 2 of the chairman’s statement there is a paragraph 
on deferred maintenance. Do you expect that the amount of $40,000,000 reserve 


that you expect to have at the end of 1945 wil] provide sufficient coverage for 
the expected new expenditures? 


Mr. VaucHaNn: Yes. We think it will. 
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Mr. Prcarp: What would be the proportion of that which would apply to 
the renewal of rolling stock and so on? 


Mr. VaucHan: You have that figure here, Mr. Cooper? 


Mr. Coormr: At the end of 1944 we had $19,000,000 for deferred main- 
tenance of way and $15,000,000 for deferred maintenance of equipment; that 
is $34,000,000 in the accounts at the end of 1944. 


Mr. Picarp: Do you include in maintenance of equipment your buildings 
and railway stations and so on, or just rolling stock? Of course I do not know 
the details of your administration. 


Mr. VaucHan: We expect these amounts which we have set aside will 
provide for all the deferred maintenance on locomotives and cars; that is the 
amount we would have spent had labour and material been adequate to take 
care of our ordinary requirements. 


Mr. Picarp: I suppose that all the equipment, passenger, freight and so on, 
must have aged considerably on account of being overworked during the war 
and will need to be replaced on a larger scale than had there been just an 
ordinary amount of wear and tear? 


Mr. VaucHan: These amounts set up, of course, are entirely for repairs 
to existing units of equipment. They do not apply to new equipment at all. 
Take, for instance, passenger cars. As you know, our passenger cars do not 
look as nice as we would like to see them look, either inside or outside. We 
have kept the running gear in safe condition for operation but we have not 
been able to doll them up inside and outside as we would have done under 
ordinary circumstances. This amount we set aside for deferred maintenance 
of equipment will take care of items of that kind. 


Mr. Picarp: Do you have any reserves for renewals of rolling stock, 
because there must be a great need for that? 

Mr. VaucHan: You are referring to new rolling stock? 

Mr. Picarp: New rolling stock equipment. 


Mr. VaucHan: We have no reserve to provide for new rolling stock. Any 


purchases of new rolling stock will be taken care of from year to year as the 
need arises. | 


Mr. Picarp: My question is this: Do you not expect that, after these 
last four or five years, that would be needed on a much heavier scale than 
normally? 


Mr. VaucHan: The need will largely be for passenger equipment, modern- 
ized passenger equipment. We think we will have sufficient locomotives except 
perhaps diesel switchers or something of that kind and there might be a few 
freight cars needed; but we do not see any need for large purchases of freight 
equipment or locomotives. We have quite substantial new locomotives and 
freight deliveries since 1941, but there is need for passenger equipment. 


Mr. Picarp: As it is a fact that the equipment has been overworked, 


according to your statement, will that not mean that there will be large orders 
for replacements? 


Mr. Vaucuan: No. 
Mr. Picarp: ‘Then there would be large amounts of repairs? 


Mr. VaucHan: No, because we have added a large number of new units 
of equipment during the war, freight equipment and locomotives. There will 


be a lot of equipment which will have to go into the shop for rehabilitation, 
and those reserves will provide for that. 


Mr. Prcarp: You divide your expenditures from the $34,000,000 reserve 
between $19,000,000 for road maintenance and $15,000,000 for equipment. 
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Mr. VAUGHAN: Yes. 
Mr. Picarp: Where would stations and buildings and so on be provided 
for; in which of those two items? 


Mr. Coorrer: In the $19,000,000. 

Mr. Picarp: In the road equipment? 

Mr. VaucHAN: In the road provision. 

Mr. Picarp: Would it be possible for you to give us an idea of when the 
company would be in a position to start to put into effect these new repairs or 
alterations? 

Mr. VaucHan: That will depend largely on labour and material. It will 
be a gradual process. It will not be done all at once. It will be a gradual 
process when men and materials are available. 

Mr. Picarp: -Do you feel that whatever you would have to purchase in 
the way of new rolling equipment and so on, over a period of time, would help 
in the reconstruction era and help solve many of the problems that might con- 
front us in the years to come? 

Mr. Watton: It means work. 

Mr. VAUGHAN: It will assist, because we will have to employ large numbers 
of people and purchase large quantities of material to do this rehabilitation 
work. 

| Mr. Picarp: It will have to be spread over a number of years. 

Mr. VAUGHAN: Yes. 

Mr. Moore: Will most of that construction which the railways will have to 
make, be made in their own shops? I have reference to rolling stock. 

2 Mr. VaucHan: Most of the new equipment we get is purchased from 

outside shops. We do build some equipment in our own shop, especially in 

the Winnipeg shop, such as refrigerator cars. Generally speaking, we have not 
_the facilities in our own shops to keep pace with repairs to our equipment already 
in service and build new equipment. 

Mr. Hazen: In your statement to the minister it sets out that you acquired 
‘in 1944 twenty Mountain type locomotives and seven Northern type loco- 
“motives, 4,762 box cars, 200 flat cars, 500 hopper cars, 250 ore cars and 54 
refrigerator cars. 

Mr. VaucHAN: That is right. 

Mr.- Hazen: And in addition there was purchased for Grand Trunk 
Western Railroad 10 diesel switching locomotives, 1 passenger car, 2 automobile 
ears and 300 gondola cars. 

Mr. VAUGHAN: Yes. 

Mr. Hazen: And 41 units of work equipment were also. acquired. 

Mr. VauGHan: Yes. 

Mr. Hazen: Would you tell.us from whom you made those purchases? 
I notice on page 18 of your report, it says, “Equipment purchased or built, 
$32,000,000 odd.” 

Mr. VaucHan: There are only three companies in Canada building railway 
ears. There is the National Steel Car Corporation in Hamilton, the Canadian 
Car and Foundry Company and the Eastern Car Company. ‘There are two 
locomotive builders, Canadian Locomotive Company at Kingston and the 
Montreal Locomotive Works at Montreal. The business has been spread between 
them, but in the last few years the allocation of business has been controlled 
by the Department of Munitions and Supply, and we have had to place our 
peaine stock where they thought there was space available not occupied by war 
work. 
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Mr. Hazen: Take the 20 Mountain type locomotives. Can you tell us 
from whom they were purchased? 

Mr. VaucHan: Yes. They were purchased from Montreal Locomotive 
Works. 

Mr. Hazen: What about the 7 Northern type locomotives? 

Mr. VaucHan: They were purchased from the Montreal Locomotive works. 

Mr. Hazen: Then there were 4,762 box cars. Were they all purchased 
from them? 

Mr. VauGHAN: Have you the list there, Mr. Cooper? 

Mr. Cooprr: Yes, sir. 

Mr. VauGcHAN: Well, there were some 1,240 of those purchased from 
Canadian Car, 1,850 from National Steel Car, 250 from the Hastern Car 
Company. ‘Those are box cars. There were 200 others from Canadian Car and 
Foundry, 750 hopper from the Eastern Car Company. 

Mr. Hazen: You have 500 down in your report. 

Mr. Vaucuan: There is a difference in that they were deliveries. The figures 
I have just given were purchases. 

Mr. Hazen: Those are the orders? 

Mr. VaucHan: Yes, these are the orders. 

Mr. Watton: This is restricted to 1944; actual deliveries would be in the 
calendar year. 

Mr. VaucuaNn: Those cars I mentioned were under the 1943 program. Then 
under the 1944 program there were 20 Mountain type locomotives, 250 freight 
cars, National Steel Car; 850 box cars, Canadian Car; 700 box cars, National 
Steel Car; and 450 for Eastern Car. You will see that the business is pretty 
well divided between the car companies. 

Mr. Hazen: Was any of this equipment purchased in the United States? 

Mr. VaucHaAN: Only for our United States lines. 

Mr. Hazen: Was there any of this equipment that is mentioned for your 
United States lines; that is Mountain type locomotives and Northern type 
locomotives? 

Mr. Watton: No. 

Mr. VaucHaAN: No. Those engines were all used in Canada and were pur- 
chased in Canada and built in Canada. 

Mr. NicHotson: Where were the diesel locomotives purchased? 

Mr. Watron: They were purchased from the American Locomotive Company 
for use on the United States lines. 

Mr. Hazen: What equipment was purchased in 1944 for your United States 
lines, and from whom was it purchased? . 

Mr. VaucHan: We purchased for United States lines 10 diesel locomotives 
from the American Locomotive Company; 200 automobile cars from the Pressed 
Steel Car Company; 300 gondola cars from the Pressed Steel Car Company. 

Mr. Maypank: I wonder if I might ask this question on deferred maintenance 
reserves. You have got $34,000,000 and up to $40,000,000 or in that 
neighbourhood. 

Mr. VAUGHAN: Yes. 

Mr. Maypank: Arriving at that total or estimate of what would be 
necessary, did you work on the wage level and commodity price level as they 
exist or did you try to protect yourself to get what it would be at the time you 
would be spending the money? 
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Mr. VAuGHAN: There was a regular formula worked out. Mr. Cooper has 
it, I think. 

| Mr. Cooper: We worked it out on a number of bases, but in the final 
analysis we took the opinion of the technical officers, principally that of 
Mr. Walton here, as to the amount of deferred maintenance which in his 
judgment exists on the Canadian National Railways. 

Mr. Watton: And for that purpose we used the wage rates as of to-day. 
We did not think we could accurately state what they will be when we can 
get. the material and labour for this work. 

Mr. Maypank: Then your deferred maintenance, if wages rise and material 
costs rise, will buy less? 

Mr. Watton: The money will not go so far. 

Mr. VaucHAN: That is correct. 


Mr. Beaupoin: What proportion of American and Canadian coal does the 
C.N.R. buy? 


Mr. VaucHan: In normal times I would say from 65 to 70 per cent of our 
total coal purchases are made in Canada; but during the war, especially during 
the last year or two, we have not been able to get anything like sufficient coal 
in Canada to meet our requirements. The result is that we have had to buy 
American coal and rail it all the way down to Truro and send it out to the west 
instead of bringing Alberta coal down to the head of the lakes. We have had to 
rail American coal as far west as the Saskatchewan boundary. 

Mr. Braupoin: Was it a matter of decreased production or freight rates? 

Mr. VaueHan: Decreased production and increased consumption. 

Mr. Jackman: With regard to Truro, is that just for the eastern traffic, 
or have you used more American coal for other parts of the country? It seems 
a long way to an outsider. 

Mr. VaucHaNn: Truro is an important divisional point not very far from 
Halifax; it serves the two territories either east or west of there. I simply 
mentioned Truro to show how far east we have to haul American: coal. 

Mr. Jackman: You have stock piles too? 

Mr. VaucHan: Yes, we have American coal stocked at Moncton, Mount 
Joli and Riviere du Loup, and up into Ontario as far as Fort William, and 
at Winnipeg. We have piles of American coal all over. 

Mr. Hazen: Prior tc the war had coal come from Nova Scotia? 

Mr. VaucHuan: Prior to the war we were using Nova Scotia coal as far 
west as Toronto. 

Mr. Hazen: Is there any coal used from the Minto mine in New Brunswick? 

Mr. Vaueuan: I believe we have been the largest users of Minto coal, 
but we have not been getting anything like sufficient coal from the Minto district 
to meet our orders in recent years. We have been taking every ton of Canadian 
coal we could get, but it has not come near meeting our requirements in the 
territory where it was used prior to the war. 

Mr. NicHoison: Two years ago we had some discussion in the committee 
regarding the volume of business going to the C.N.R. and the C.P.R., and there 
was some order requiring the business to be divided on a fifty-fifty basis. Can 
the president say whether he is satisfied with the share of business he is getting? 

Mr. VaucHan: Following discussions in this committee and after several 
eonversations with cabinet ministers we got those orders lifted. I think the 
situation is, perhaps, on a satisfactory basis at the present time. We still do 
not think we are getting as much business as we should, but the condition is 
improving. 
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Mr. Nicyotson: Would you have any idea whether you are getting 60 — 
per cent of the government business? At that time you argued, I think, for 4 
60 per cent. - 
Mr. Vauacuan: It is a difficult thing to say what percentage we are eetting 
at the present time, but I would say that of the troop movements we are 
getting 60 per cent. . : 
Mr. Nicnotson: And of the freight business? 4 
Mr. Vaveuan: The freight business is hard to determine, because a great q 
deal of the freight is billed by the shipper, and we cannot say whether it is 
government business or other business. 
Mr. Hazen: How does the cost of American coal compare with the cost — 
of Canadian coal? ’ 
Mr. Vaueuan: The cost of American coal at the mine is very much less 
than the cost of Canadian coal. For instance, the cost of American coal at — 
the mine to-day would be about half the cost of Nova Scotia coal. . 
Mr. Harkness: That is not true of Alberta coal? | i 
Mr. Vaucuan: No, Alberta coal is very much lower in price than Nova — 
Scotia coal. . { 
‘Mr. Hazen: What is the cost delivered at Truro, comparing American coal ; 
with Canadian coal? 
Mr. Vaucuan: The cost of delivering American coal at Truro to-day is | 
very great. If we assess the transportation charges down to Truro the cost is — 
very much greater than the cost of producing Canadian coal; but we cannot © 
eet Canadian coal. That is the difficulty. Under normal conditions we would — 
never think of taking American coal down there, but we have had to protect © 
our requirements by stocking American coal at a number of places in the © 
maritime provinces. 
Mr. Jackman: Our maritime coal mines are not producing enough coal for ~ 
the eastern district? 
Mr. Vaucuan: No, nothing like it. | 4 
Mr. Watton: We obviously would not have hauled that coal over our ‘ 
road if we could have provided it nearby. ; 
Mr. VaucHan: We have been taking every ton of coal we could get and 
have been forced to stock American coal at Truro and at other points. | 
Mr. Jackman: At other times you were able to use Canadian coal as far 
west as Toronto? ¢ 
Mr. VAUGHAN: Yes. 
Mr. Jackman: And this was due to the lack of production. 
Mr. Wauron: And the usage is so heavy in these times. 7 ‘ 
Mr. Vauguan: The mines in the maritime provinces themselves have been 4 
producing less coal. Of course, there has been a tremendous demand for bunker 
-coal and coal for war purposes. 4 
Mr. Nicuoutson: Again raising the question of traffic between the CPR. 
and the C.N.R., as I understand it, any arbitrary division between the two 
railways on the part of the various government departments was done away — 
with, and the new basis of getting traffic is entirely based on the question of 
service; is that a fair statement of the case today? 
Mr. Vaucuan: We would like to believe that that is the case. However, 
we have no complaint to make at the present time. | 
Mr. Suaw: You said a couple of years ago, did you not, that you would 
MF pen etely satisfied operating on a competitive basis for government 
usiness | 
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Mr. VAucHAN: Yes, we made that statement. The point at that time was 
that the fifty-fifty division be lifted and we would take our chance on getting 
the business. 

Mr. Hazen: Some years ago there was an Act passed by the dominion 


- government providing for co-operation between the C.N.R. and the C.P.R., was 


there not? 

Mr. VaucHan: There was what was known as the Canadian National- 
Canadian Pacific Act, yes. 

Mr. Hazen: What was the purpose of the Act? Could you tell us what 
it provided? 

Mr. VauGHANn: It is so long since I read the Act, I do not remember the 


~ exact wording of it; but it was designed, I think, to create closer co-operation 


between the two railways; that was one of the objects. 

Mr. Hazen: Did it have any useful purpose? 

Mr. Vaueuan: I think it had, although the arbitration clause provided for 
under the Act has not been used. We have tried to reconcile our differences 
without the necessity of going that far. 

Mr. Hazmn: I notice here in the statement you read to the committee that 
you say, “It is probable that with the war emergency over, traffic will recede 
from its wartime levels. To what extent it will recede we shall have to wait to 


find out.” I suppose you expect a considerable recession, and you expect you 


will have a good deal more difficulty in showing us that surplus some years after 
the war? 
Mr. Vaucuan: The results which the Canadian National Railway will 
produce or can produce will depend entirely upon the traffic we are able to 
obtain. We will operate the road just as efficiently and just as economically as 
we can, but a railroad force cannot be cut down as a factory force can; you 
have to keep the Railway operating and you have therefore to maintain it; 
as our traffic declines we watch our expenses very carefully and we reduce our 
expenses in accordance with the decline in traffic. There is a point beyond which 


we cannot go and keep the line in a safe condition for operation. 


Mr. Hazen: Do you think it would help.matters if there was closer co-opera- 
tion between the Canadian Pacific and the Canadian National? Are you 
working toward that end? In other words, are you in touch with the C.P.R. 
officials and do you work with them with that end in view? 

Mr. VaucHan: The C.P.R. officials and our officials are in touch with each 
other almost every day on some matter. We do co-operate with them closely. 
Like every other concern there are times when we cannot agree. After all, 
we are keen competitors. I do not suppose there is any other place in the 
world where there is keener competition than between the C.N.R. and the C.P.R., 
T do not think that can ‘be avoided so long as the two railways are operating 
as they are. 

Mr. Hazen: Competition is all very well, but there has to be co-operation, 
has there not? 

Mr. VAUGHAN: Yes; but where we have direct competition there is a point 
at which co-operation ceases. 

Mr. JAckMAN: Referring to the question of depreciation and war projects 
and amortization, in the little report you gave us you say that $15,186,000 had 
been spent for war equipment and you had written off $3,826,000. Is that 
writing it off as fast as it is desirable in view of the facts as you see them? 
Is it not also a fact in the United States they have been allowed to charge 
such costs of war assets to operations; they have been allowed to write them 
off? If I recall correctly something in the newspapers, the railroads were 
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allowed to write off these assets by September 1 of this year, or some such 
time as that. There was a time fixed during which period all the war assets 
could be written off, and the consequence is that some railways in the United 
States are showing a much better working capital position than they anticipated. 
Are they being more generously treated by the United States government than 
you are? 

Mr. Vaucuan: Their situation is entirely different from ours. They were 
permitted—Mr. Cooper is familiar with the Inter-State Commerce Commission 
rules—I think they were permitted in the case of the purchase of new equipment 
to write the cost of new equipment off against operating expense in a short 
period of time. 

Mr. Cooper: Yes. Their situation, of course, is entirely related to their 
income tax position and the regulation as to writing off within a relatively short 
period of time is really a restriction against taking an undue proportion in the 
operating expenses for tax deduction. We are not in that position. As Mr. 
Vaughan has said, we have to deal with an entirely different situation. With 
relation to the $15,000,000 and the $3,500,000, as the statement says, some 
portion of these wartime facilities will be of no value for commercial purposes 
at the termination of the war. By this year we shall have written off $3,500,000 
out of $15,000,000. We shall have written off 100 per cent of the facilities for 
which we will have no commercial purpose after the termination of the war. 

Mr. Jackman: You are quite satisfied that of the $15,000,000 the 
$3,000,000 represents the amount which would be of no economic value in 
the post-war period? 

Mr. Cooper: Yes. 


Mr. Brauporin: When do you expect to open Jasper Lodge and the lodges 
at Minaki and Pictou? 


Mr. VaucHan: They will be opened next summer. 


Mr. JAckMAN: May I ask if the Inter-State Commerce Commission and 
the American regulating authorities have allowed the railways to set up 
deferred maintenance accounts? I see you have inventory reserve here too. 


Mr. Cooper: As far as deferred maintenance is concerned, yes, the Inter- 
State Commerce Commission do make provision in their regulations for 
deferred maintenance. That is to say, they permit a railway to set up accounts 
for deferred maintenance. But the Internal Revenue Department of the 
United States denied the railways the deduction of the amounts set up for 
deferred maintenance as deductions for tax purposes. The result was, speaking 
broadly, that none of the United States railways accrued deferred maintenance, 
because it did not give them any tax relief. There is no question at all that 
there is a tremendous amount of deferred maintenance on the United States 
railways, but it has not been reflected in their accounts. 

Mr. JAcKMAN: Does the same apply to inventory reserve? 

. Mr. Coorrr: No, sir, as far as inventory reserves are concerned we are . 
somewhat of an exception; there is no provision in the Inter-State Commerce 
Commission’s regulations as to that. 

Mr. Maysanx: Mr. Cooper is the man making most of the answers now 
and I wonder whether we might not be advised to get him to take up his portion 
of the report. | 

Mr. VaucHan: Is it customary for Mr. Cooper to read the financial 
parts of the report? 

Mr. Maypanxk: I had one or two questions I thought would arise from the 
matter which he would detail, and since he is moving in anyway I 
think this is a good time to ask those questions. | 
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Mr. VaucHan: Is it the desire of the committee that we go through 
this report page by page? 

Mr. Mayspanx: In former years we generally took a page and glanced 
down it and if any questions arose we asked about it and went on from there. 

The CuairmMan: It is now 1 o’clock. We have permission from the 
House to sit while the House is sitting. Would it be agreeable if we adjourned 
until 4 o’clock? 

Mr. Nicuouson: I understand that the T.C.A. discussion is coming up in 
the House this afternoon and I think the members would want to be there. 
Members have other obligations too. 

Mr. Locxuart: There are other duties and other obligations that 
members here have. I wonder if we could have some indication of what 
is going to be expected of us in the days ahead, so far as this committee is 
concerned? We ought to have something concrete before us so that we would 
know how to plan our time. If we cannot get here, we cannot get here; that is 
all. 

Mr. Maypanx: You ought to he able to finish this thing in six sittings. 

Hon. Mr. Cuevrier: Perhaps I might be allowed to say something on 
that point. There is no intention, I am sure, of trying to hurry the committee 
through its work. But with the officers of the Canadian National Railways here 
I think, if possible, we should sit at least twice a day, say at 11 and 4. If we 
cannot sit at 4, then let us sit at 8. But if we could sit twice a day, I think 
we could get through the business reasonably quickly. I know that in the 
past they have sat as often as three times a day, but I do not think the com- 
mittee will want to do that at this time. It would be my suggestion—and of 
course it is subject to the approval of the committee—that we should adjourn 
and sit again at 4 o’clock, unless there is some objection to that. 

Mr. Hazen: Mr. Nicholson gave a very good objection to that, and that 
is that the T.C.A. bill comes up in the House this afternoon, and the members 
of the committee will want to be there. 

Mr. LocxHarr: Why not sit this evening? 

Hon. Mr. Cuevrier: Could we sit this evening at 8 o’clock? 

Mr. NicuHouson: Would the discussion be over by 8 o’clock? 

Hon. Mr. Cuevrizer: I do not know. That depends on the House. 

Mr. Hazen: Could we sit from 2 to 3? 

Mr. Maypanxk: No. 

Mr. Rem: There are private bills tonight for an hour. 

Mr. NicHoLtson: From 8 to 9. 

Mr. Rei: That would not interest so many. 

The CuarrMan: Well, if it is agreeable, could we sit at 8 o’clock this 
evening, and perhaps sit from 8 till 10? There are private bills for an hour, 
anyway. Is that agreeable to the committee? 

Mr. Nicuoutson: If the other discussion is ended, we could go on from 
8 to 10. 

The CuatrMAN: I believe the T.C.A. officials will not be available this 
week. I think they had in mind that, if possible, we might get this C.N.R. 
report taken care of and then we could perhaps take on the T.C.A. officials 
next week or when they are available. That is just an idea. Mr. Lockhart 
mentioned what might be in the offing; so that is just what they have in 
mind, if it is possible for the committee to act on it. 

We will adjourn now until 8 o’clock tonight. 


The committee adjourned at 1.05 p.m. to meet again at 8 p.m. this day. 
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The committee resumed at 8 o’clock p.m. 

The CHatrMAN: Gentlemen, I believe Mr. Vaughan has a statement or 
two to make in order to clarify some questions that were asked him this 
morning. If it would be agreeable to the committee; I think some one suggested 
before we adjourned that we should go on with the report. After Mr. Vaughan 
reads these statements, would that be agreeable? 

Mr. Retp: May I ask this question first of all, Mr. Chairman? I am a 
new member of the committee this year. 

The CHAIRMAN: So am I. 

Mr. Rem: My question is regarding questions more or less of, shall I say, 
a local nature. Shall we ask them of Mr. Vaughan or shall we wait until some 
of his officials are here? . 

Hon. Mr. Cuevrerer: I think perhaps you should ask Mr. Vaughan; and 
if he cannot give you the information, some of the other officers here could, 
I believe. 

Mr. Ret: I just wanted to know. 

Hon. Mr. Cuevrier: There will not be any difficulty about that, Mr. Reid. 


Mr. Vaucuan: Mr. Picard I think asked a question this morning about the 
replacement of equipment and Mr.-Jackman asked some question about pensions. 
I am going to ask Mr. Cooper to give some information in that connection, in 
order to clarify the points raised. 


Mr. Cooper: On the question asked by Mr. Picard with respect to the 
provisions which we have made for deferred maintenance of equipment: Of 
the $34 millions accrued to December 1944, $15 millions is with respect to 
equipment. This $15 millions will be increased to about $18 millions by the 
end of 1945. May I explain that this provision is in respect of deferred 
maintenance only; that is to say, it represents the cost of repairs which would 
have been made had labour and material been available. 

In addition to this provision we are making provision for the wearing out 
of the equipment, that is, obsolescence or retirement loss as distinguished from 
ordinary repairs. We are making provision against retirement loss by setting 
up repreciation accruals and, as Mr. Vaughan pointed out in his statement 
to the committee, in the years 1940 to 1945 we will have set aside $98,427,000 
for this purpose. 

During the war years, therefore, we have maintained our equipment to 
the highest standard possible considering labour and material shortages. To the 
extent repairs have had to be deferred we have set aside $18 millions so as to be 
in a position to restore the equipment to first-class condition as soon as 
conditions permit and we have set aside $98 millions towards the day the 
equipment will have to be finally taken out of service and scrapped. This $98 
millions represents 24 per cent of the service value of all our rolling stock. 

Then there were some questions in respect of the pension plan. My 
remarks relate to the present plan which was put upon a contractual basis in 
1935. Prior to that date there was a non-contributory plan and there are also 
two other plans, one the Intercolonial and Prince Edward Island Provident 
Fund and the other the Grand Trunk Superannuation Fund. 

The contractual plan went into effect January 1, 1935. It is a contributory 
plan, but contributions are not compulsory. The employee may contribute any 
percentage of his wages up to 10 per cent and the company will match up to 
© per cent. The amount so contributed up to the date of retirement (which 
is age 65), the company’s matching contribution, together with interest accruals, 
is available to purchase a supplemental annuity. This supplemental annuity 
is additional to a pension paid entirely at the expense of the company. This 
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latter pension, which we call a service pension, is payable to employees who 
had been in service 10 years or more prior to 1935. If an employee is not 
entitled to a service pension by reason of late entry into the service, or if his 
service pension is less than $25, he receives a basic pension of $25 per month 
at the expense of the company. Every employee, therefore, receives either a 
service or a basic pension, plus a supplemental annuity, the latter only if he 
is a contributor to the fund. 

The number of pensions under the 1935 plan at December 31, 1944, was 
6,020 and the average pension was $503. Some of these are on a straight 
life basis, others on a joint and survivor basis and others for a guaranteed 
term; and while the average pension may appear small in relation to the total 
income a retired person would desire to have, it is expected, of course, that the 
employee himself will have made some provision for the period when his earning 
capacity has ceased. | 

Mr. Jackman: After the large contribution you made to the pension fund 
in the year prior to the last—and it was $19 million, if I recall correctly—did 
that put all your pension schemes or supplemental schemes on a fair actuarial 
basis or do you still need a little bolstering up? 

Mr. Cooper: It did not touch.the old pension plan which was closed at the 
end of 1934. Any pensions which had been granted under that plan are still 
being paid, and we take up the pension pay roll currently in our operating 
expenses. : 

Mr. Jackman: But what about those prior to 1935? Are they self- 
supporting. 

Mr. Coorrr: There is no reserve against them. 

Mr. Jackman: There is no fund at all? 


Mr. Coorprr: No. We take care of the current pension payments as an 
operating expense. 

Mr. JackmMAN: Do you really need another appropriation such as you 
had two years ago to put this on an actuarial basis? 

Mr. Cooprr: No. 

Mr. Jackman: You do not want it? 

Mr. Coorer: No. It is now more than ten years ago. Anybody who 
was on pension in 1934 could be assumed today to be, say, 75 years of age, 
and the number is diminishing. Having regard to the diminishing obligation— 
last year, for example, 1944, the annual pension pay roll was $770,000, in 
1943 it was $940,000. It will diminish quite rapidly and will not be a serious 
charge after the next two or three years. 

Mr. JackmMAN: Your main fund, with the appropriations you made two 
years ago, is actuarially sound with the annual appropriations you make now, 
which merely cover the fair annual premium. You do not have to appropriate 
money now to bolster it. You know what I mean when I say actuarially sound? 

Mr. Cooprr: I should like to make it clear that the reserve which was 
set up in 1943 was the actuarial capital sum necessary to provide for all the 
pension contracts which had been issued at that time. 

Mr. JACKMAN: Yes? 

Mr. Cooper: And every year, as we issue additional contracts, we take 
the capital sum necessary to meet those pension payments over the life 
expectancy of the new pensioners, and we set that aside to our reserve account; 
so that we have in reserve and invested in Victory Bonds, an amount—it 1s now 
$25 million—which is calculated to pay all the pensions which have been 
eranted to date under the 1935 contractual plan. Each year as we go along 
with the new contracts, we estimate what the capital amount is accruing at 
interest and set it aside. ; 
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Mr. Moore: Mr. Chairman, in connection with the payment of pensions, 
I have had some complaints from the maintenance of way department who 
say that if, through ill health, they have to retire before the age of 65, under 
certain circumstances they lose their pension rights. Do you know anything 
about that? | 

Mr. Cooper: That depends. If a man over 60 years of age with 20 years’ 
service must retire on medical grounds, he is entitled to his pension just the 
same as if he were 65. If, however, he is less than 60 years of age he does not 
qualify under the rules. But if he was 50 years or more and he had 20 years 
of service, we give him a gratuity. 

Mr. JACKMAN: I am not too sure, Mr. Cooper, that I yet understand this 
exactly. We have a man of 65, and he leaves the service and applies for his 
pension. Is there a sufficient fund set up and accruing up to the time of his 
retirement which will support the pension which he is entitled to? 

Mr. Coorzr: Not while he is in service. We do not accrue the pensions 
until the man reaches the retiring age. At that time we set aside sufficient 
money to meet his pension. 


Mr. JAcKMAN: Take an individual case. Suppose this man is entitled 
to a pension of $500. 


Mr. Coorrr: Yes? 


Mr. JACKMAN: Do you have to set up in the year 1945, at the end of the 
year, a sum sufficient to amortize that pension over the period? 


Mr. Cooprr: That is right. A pension of $500 at age 65 would require 
a capital sum of about $4,900. We take $4,900 and put it into the fund. 


Mr. JAcKMAN: Out of operating? 


Mr. Cooper: Out of operating; except to the extent that he may have 
contributed. 


Mr. Beauporn: Where can we find the items which Mr. Cooper is supposed 
to give us tonight, Mr. Chairman? 


The CuairMan: Page 12, I believe. 
Mr, Bravporn: In this report? 


The CHarrMan: Yes, that is right, Mr. Beaudoin; when the committee 
is ready to go on. | 


Mr. Jackman: If I may I should just like to ask Mr. Cooper this question: 
If by good fortune you had a large sum of money which you did not have any 
particular use for, you could put a good many millions of dollars into this 
pension fund in order to put it on an actuarially sound basis instead of ap- 
propriating each year enough to support that year’s crop of pensions. Your 
system is quite unlike a pension company’s system or an insurance company’s 
system. 

Mr. Cooprr: I think in the case of Canadian National Railways, we have 
done very well indeed. I think you will find few companies that have a fund 
invested in government guarantees that is sufficient to meet all pension obliga- 
tions which have been contracted for as of a particular date. 

Mr, Jackman: I am not trying to make out a bad comparison. I am 
just trying to find out how near you are to what we might call the ideal 
situation and that which should he your objective, or perhaps should be your 
objective. I do not know enough about it. 

Mr. Cooper: You are suggesting that we should have accruing the pension 
hability with respect to employees still in service, I take it? 

Mr. Jackman: That is so, yes. 
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___ Mr. Coopzr: We have not reached the position where we have those many 
millions of dollars to set aside for that purpose. 
Mr. Jackman: If you had a fairy godmother who left you $20 million or 
$30 million, it could perhaps very nicely go into that fund to put it on a sound 
basis, so that you would not have to worry so much about the future. 


Mr. Cooper: If somebody would contribute $30 million, I am sure it would 
_ be very gratefully received. 


Mr. Hazen: May I ask Mr. Vaughan if the company is building any ships? 

Mr. VaucHan: We are not building any ships at the present time. 

Mr. Hazen: I notice in the report to the minister that you state that the 
production by the company of weapons of war, including ships, showed little 
diminution from other war years? | 

Mr. VaucHan: I should qualify that. I thought you meant building ships 
for ourselves. 

Mr. Hazen: I did not know just what that meant. 


Mr. Vaucuan: We still are building at Prince Rupert. We still have two 
to finish for the Department of Munitions and Supply. They will be finished 
in the next few months. 


Mr. Hazen: What kind of ships are they? 
Mr. Vaucuan: They are small ships, the coasting type. 
Mr. Hazen: Are they naval ships? I mean are they armed ships? 


Mr. VAucHAN: ‘They are classed as coasting vessels. They are for the 
carriage of cargo. 


Mr. Watton: Ships of 1,350 tons; coasters, they were called. 
Mr. VaucHan: I think some of them perhaps were to be used in England 


for coast service around the various ports in England. They have lost so many 
of those vessels. 


Mr. Hazen: Where were they built? 

Mr. VaucHan: In Prince Rupert. They are being built now. 

Mr. Hazen: There are two still to be completed? 

Mr. VAucHAN: Yes. 

Mr. Hazen: How many have you built during the war? 

Mr. VaucHan: We have built 4 mine sweepers and 10 of the large ten 
thousand-ton cargo boats, and we are now building the two coasting vessels just 
referred to. 

Mr. Hazen: Where did you build your cargo boats? 

Mr. VaucHan: We built them all at Prince Rupert. 

Mr. Reto: Do you keep the ship yards at Prince Rupert in operation or 
have you kept them in operation all through the years or has it just been war 
activities? 

Mr. VaucHAN: ‘The ship yard has been kept available there. We have 
always done considerable repair work there, and we have operated a large float- 
ing dock there. We kept it going all during peace. It had been almost entirely 
a repair dock up until the time the war came along. 

Mr. Rep: Do you keep a regular ship building crew of men there all during 
the peace years and from now on, when there is little probable chance for ship 
building? 

Mr. VauGcHAN: Oh, yes. 

Mr. Reip: There must be quite a loss there. 


Mr. VaucHan: Oh, yes, there was a loss in normal times. The plant has 
been there for a long time. The dry dock was subsidized, the same as all dry 


36 STANDING COMMITTEE 


docks are subsidized, for 25 years; and the other dry docks in the country were 
subsidized for 35 years. We were only subsidized for 25 years. That 25-year 
period has expired and we are hoping to get a renewal of the subsidy. 

Mr. Watton: Mr. Vaughan, I think there might be some misunderstanding 
about Mr. Reid’s question. If I understood him correctly, the question was 
whether the full staff of shipbuilders had been kept on in the years in which 
repair work only was being done. 

Mr. VaucHAN: I am sorry. I misunderstood you. No, that is not so. We 
only kept a skeleton crew there, so to speak, to take care of such repairs as 
might have come in from time to time. 

Mr. Ret: What was that loss with respect to abandoning dock facilities 
at Seattle, Washington. I see an item of $626,000? 

Mr. VaucHan: That was a different matter. The Grand Trunk Pacific owned 
a dock at Seattle. At one time they sent their vessels down to Seattle from Van- 
couver and Victoria. But the service was stopped some years ago and that dock 
had not been used for several years, so it was sold at a substantial sum below 
what it cost when originally purchased. 

Mr. Hazen: I do not suppose you are making any weapons of war now? 

Mr. VaucHan: No. We have shut down our war plants. 

Mr. Hazen: How many men were employed in those plants? 

Mr. Watton: In the National Munitions plant at Montreal, which was a 
Crown company, operated by the Canadian National Railways, the total of 
employees was about 950, of which about 100 men were key men furnished by 
the Canadian National, and they returned to our service with the closing up 
of the munitions shop. They were simply loaned to munitions. 

Mr. VaucHuan: I think we had nearly 1,500 or more employees at Prince 
Rupert. 

Mr. Watton: Yes. Prince Rupert got up to about 1,700 at the time of the 
large cargo ships. 

Mr. Haznn: They were making cargo ships? 

Mr. Watton: Yes, and in addition to that, we did considerable work for 
the Department of National Defence, making various naval devices, and so on, 
apart from what was being done with munitions in the separate shop. 

Mr. Jackman: You mentioned that the railway had to pay more for steel, 
ties, spikes and so on? 

Mr. VAUGHAN: Yes. 

Mr. JAcCKMAN: They had to pay more thai they had to under the 1940 
ceiling price? I suppose it was because the Wartime Prices and Trade Board 
thought that, because of your more favourable financial situation, an increase in 
the price to you would not raise the cost of living. How far did they carry that 
on with regard to supplies that you purchased? Take linens and towels. The 
government gave a heavy subsidy on cottons. I wonder if they thought that the 
railways could pay more for it? 

Mr. VaucHAaAN: The only increase we paid over the ordinary man, or firm, 
was, I think, on steel and ties. Our other prices were the general prices paid 
for the particular material concerned. 

Mr. JACKMAN: Only those two items? 

Mr. VauGHAN: Steel, ties, and lumber. 

Mr. JacKMAN: And fuel? 

Mr. VAuaHAN: The price of fuel has been not only increased to us from 
time to time but to the general public. Then there are other items here; for 
instance, coal which increased by $9,914,000. That covers the United States as 


| 
: , ‘ 
Seer ne ee eS eee ee 


aS A ach i *Y 


RAILWAYS AND SHIPPING 37 


well as Canada. Ties were increased $1,925,000. Lumber and timber, $1,000,005, 
~ Rails, $900,000, and so on. 


Mr. JackMAN: That is above the basic price? 

Mr. Vaucuan: Those are above the 1939 prices. It is quite likely that some 
of those prices were general— 

Mr. JACKMAN: Were general? 


Mr. VaucHan: The general selling price. Take for instance, the cost of 
machinery, stationery, commissariat supplies, uniforms, textlies, rubber goods 


~ and things of that kind. 


Mr. JAckMAN: How frequently was the railway, the other railway too, 
singled out to pay higher prices than other customers? 


Mr. VaucuHan: I think only in the case of steel. 


Mr. JackMAN: Members of parliament do not very often have the opportun- 
ity of coming close to business, but I think we can say that the Canadian 
National Railways is as efficiently operated as any private company or as 
any free enterprise. I wonder if the president would care to say a word or 
two about the cost of meeting various war orders and regulations which are 
still in force and as to whether they do or do not interfere with the smooth 
running of the business? Do they require a great deal of clerical work and 


- worry? 


Mr. VaucHan: They do, undoubtedly, have caused a great deal of clerical 
work, but I do not think we can say what the actual increased cost would 
be. It would apply to other activities as well as to the railways. 

Mr. JACKMAN: Regarding yourself as a private industry, what are your 
worries with respect to war orders and regulations? 

Mr. VauGHAN: Mainly increase in clerical staff. 

Mr. JackMAN: Are there many orders and regulations which seem to you 
to be just irritation and nuisances that serve no useful purpose so far as your 
business is concerned? 

Mr. VaucHAN: That is a difficult question to answer. We are in the same 
boat as everybody else. Many of those orders we consider to be necessary 
nuisances, brought about as a result of the war. 

Mr. JAcKMAN: But now that the war is over, how about present conditions? 
Mr. VaueHan: I suppose these regulations will be lifted as soon as those 
in control think it is desirable to do so. 

Mr. JAckMAN: We were endeavouring, perhaps, to help you to get them 
released. We would like to know more about them and to get specific cases. 
I think it is a fair question to ask you just what are some of these irritations, 
which, in your opinion, could be dispensed with so far as the railways are 
concerned? 

Mr. Harris (Grey-Bruce): I wonder if we could get on with the report? 

Mr. Braupotn: We might ask Mr. Vaughan what are some of the benefits 
also derived from that policy as well as the detriments, because I understand 
that the Canadian National Railways is buying not only ties and steel but all 
sorts of things like nails and so on. 

Mr. VaucHan: We have benefited by price control on certain commodities. 

Hon. Mr. Curvrrer: I would think that many of the orders of the 


transport control, for instance, would have been of great assistance to the 


railway? 

Mr. VaucHAN: Some have been very beneficial. : 

Mr. Brauporn: And they are still necessary, right now, according to 
conditions prevailing. 
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Mr. Rew: I noticed a certain increase in 1944 in connection with pas- 
senger traffic, and I also noticed that dining and buffet was away less than 
formerly. I would think that with a greater number of passengers, at least, you 
would have drawn as much money. 

Mr. VaucHAN: You are looking at page 15. Yes. 

Mr. Nicuoitson: I wonder if we might follow the custom you suggested 
of taking this page by page? 

Mr. Rem: I am just rushing into this because I am new to the committee. 

Mr. VAuGHAN: Probably it would be well to take the balance sheet first 
on pages 12 and 138; then, if there are any questions in connection with it, we 
will try to answer them. 

Mr. Harkness: On page 7, under surplus for the year, you have a loss of 
$1,486,000 in connection with the Northern Alberta Railway due to the revenue 
being lower by $3,853,000. What is the reason for that? Is that likely to 
continue? 

Mr. VaucHan: The Northern Alberta Railway had a very large increase 


in revenue due to the construction of the Alaskan highway. But that traffic. 


of course, has disappeared and will not return. J do not think that the Northern 
Alberta can ever hope to have anything like the traffic they had during that 
period. 

Mr. Harkness: You anticipate a deficit of something like $1,500,000 
from it? 

Mr. VAucHaAN: I believe the Northern Alberta will show a deficit. for some 
time to come. The loss will be divided equally between the Canadian National 
railway and the Canadian Pacific railway. Bt 

Mr. Harkness: Entirely due to lack of traffic? 

Mr. VauGHAN: Yes, entirely due to lack of traffic. 


Mr. Harkness: Would it help the situation if that railway were continued 
on to the Pacific coast? 


Mr. VauGcHan: It might increase the losses. : 

Mr. Harkness: It would not improve the situation from a financial point 
of view? i 
Mr. VaucHan: I doubt it. 


Mr. JackMAN: The question addressed to Mr. Vaughan about regulations 
and orders was not meant to be particularly contentious. I think Mr. Vaughan 
would like me to treat his report the same as I would treat the report of any 
other company, even though it be a private one. One frequently reads in the 
addresses of the presidents of private corporations some reference to the 
wartime regulations and orders, but such a reference is noticeably absent from 
this report, and perhaps for a good reason. But we are assembled here to 
help the railway and at the same time we may be helping general business. So 
I think it is a fair question to ask Mr. Vaughan to comment on some of the 
regulations now that the emergency is over, or partly over, and to tell us whether 
these regulations are in the nature of nuisances and might be speedily withdrawn? 

Mr. VaucHAN: You would not expect me to criticize my proprietors? 

Mr. Jackman: I think that is where public ownership versus private owner- 
ship comes in. I think there is a splendid job being done on this railway, and 
that the competition of a private company is a healthy factor. But at the 
same time, I do not think you should for a moment be concerned about being 
asked questions in connection with the railway that might have business 
throughout the country. 

Hon. Mr, Curvrier: We are all anxious to get rid of restrictions as quickly 
as possible. 
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Mr. JAcKMAN: Yes, but we do not know how these restrictions interfere 
with the people. It may be that the government or the government ministers 
may know how they operate against business, but I think we are entitled to a 
- little information from Mr. Vaughan. 

Mr. VaucHan: I would say that the annoyances to-day are counter- 
_ balanced by the benefits. That is about all I would say. We would not like 
to see price control taken off because then prices might go sky high and we 

would have inflation. 

Mr. Jackman: Yes, but are there not some restrictions which you think 
are bad, and which are nuisances as compared with others which may be of 
great service to you? 

Mr. VaueHan: I do not think there are any restrictions at the present 
time which give us any difficulty other than extra clerical work which is 
required to carry them. Do you know of any Mr. Walton? 


Mr. Watton: No. Obviously it takes extra clerical help to take care of 
these various reports. 


Mr. JAcKMAN: Is national selective service a bother to you? 


Mr. Brauporn: I would suggest that the honourable gentleman is out of 
order. The members of the Canadian National railways come here to give us 
information as to the company’s activities and to answer questions which are 
within their field. Right now the honourable gentleman is asking Canadian 
National officials for their opinion on national selective service regulations and 
the Wartime Prices and Trade Board regulations. I should say that the com- 
mittee had better question Mr. Donald Gordon. 


Mr. Hazen: The railway comes under national selective service. I presume 
you have to go to them when you want employees? 

Mr. VaucHan: We have had the usual difficulties with national selective 
service that everybody had, but they have generally disappeared now. 


Mr. Watton: They have been also helpful to us upon occasion. 


Mr. JACKMAN: All we are asking for is information in regard to them and 
we are very glad to get information from the Canadian National railways if 
they would like the restrictions and that they have found them to be helpful. 


Mr. Nicuoxtson: I think that is a fair statement. 


Mr. VaucHan: I said that the annoyances are counterbalanced by the 
benefits. 


Mr. JACKMAN: I was trying to get you to give us a breakdown on some 
of the annoyances, because after all the continuance of these restrictions will 
come up in the House of Commons and all members must know whether it is 
a good thing or not. No one wants inflation and we want the continuance of 
those orders which are salutary. 

The Cuairman: Gentlemen. I do not want to do anything but co-operate 
with the committee. I feel that this question has been laboured pretty well on 
both sides. I think Mr. Vaughan has gone perhaps as far as he can go. He 
has expressed both sides of the story. Perhaps Mr. Jackman is not quite 
satisfied with the breakdown but it might take a long while to go through all 
the orders that might affect a railway as large as the Canadian National. As 
I said before I do not want to interfere with the committee in any way but I 
think there has been a fair discussion on that. Am I unfair about that, Mr. 
Jackman? 

Mr. JAcKMAN: Oh, no, not very unfair, but I should like to see this 
company and its executives feel just as free as any other company to say what 
they wish to say as sensible executives. Here they are not wanting to criticize 
their masters, as Mr. Vaughan said. That is one of the difficulties of public 
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ownership. If things are not right we want them changed. We want the business — 
to prosper and be serviceable to the people. It may be a bit embarrassing to. 
Mr. Vaughan. 

Mr. Vauauan: If there is any opinion in your mind that we are afraid 

to express an opinion on any matter, whether it be right or wrong— 

Mr. JAcKMAN: You referred to your masters. , 

Mr. Vaucuan: I want it to disappear because that is not the case. 

Mr. Jackman: I did not think it was. ; 
Mr. Vaucuan: I think the minister will bear me out when I say we do- 
not hesitate at any time to say what we think about any particular thing. On 

this matter you raised I do not know what more I can say. In order to- 
answer your question we would have to sit down and analyse all these controls. 
and see what they mean to us. | 

Mr. Jackman: I will not labour the question further, Mr. Vaughan. All 
I want to know is are there some things that come right to mind that really 
irritate you that you think parliament should give consideration to in order 
to help business in general and your company in particular? If nothing comes 
to your mind immediately I would not bother about the individual orders. 

Mr. Vaucuan: I cannot think of anything at the moment. There may be 
some things that do not come to my attention but they cannot be very serious 
or they would be brought to my attention. 

Mr. Moore: Possibly if the executives of some private companies were to 
come out in favour of certain controls they would not meet with very much 
favour from their respective companies. Therefore I think we ought to accept 
the president’s statement with respect to the Canadian National Railway. 

Mr. Rew: I wonder if I can ask Mr. Vaughan this question. Has it ever 
been possible to find out whether freight. revenues or passenger revenues pay? 
You can show your profit and surplus, but has it ever been gone into to find 
out whether the operating expenses for freight taken with the revenues for 
freight really show a profit and whether passenger revenues as against passenger 
expenses show a profit? ‘a2 : 

Mr. Vaucuan: That has.come up at these meetings in previous years. We 
have pointed out the difficulties of breaking down particularly the division of 
expenses between passenger and freight trains. - Generally speaking passenger 
operation is not profitable on any railroad. There may be some particular trains 
that have a heavy density of traffic between two important cities such as 
Toronto and Montreal that may make money but generally speaking passenger. 
business on a railroad is not profitable. 

Mr. Ret: The reason I asked that is I remember arguing a freight rates 
case before the Board of Transport Commissioners and the statement was made 
by the railway companies that no one could tell how much it cost to haul a 
passenger or a ton of freight. I was wondering if they had changed their views 
or had gone into it since that time. 

Mr. VaucHAN: We can tell pretty well what it costs to haul a ton of freight 
for a given portion of railroad but when you come to haul a ton of freight 
three thousand miles it is pretty hard to apportion the cost to any particular 
part of that railroad. You have got varying grades, and a number of other 
conditions to contend with, but we have from time to time in these various 
freight rates inquiries submitted costs of hauling freight. 

Mr. Wautron: Then again many of the expenses are common to both 
passenger and freight, and in separating them you either have to take an 
arbitrary basis or it gets down to practically a matter of opinion. 
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g Mr. VaueHAN: For example, you cannot break down the cost of maintaining 
track as between your passenger business and your freight business. It is 
impossible to do it. 

oo Mr. Ret: I had in the back of my mind an application being made to the 
board for an increase in passenger fares and an increase in freight rates. I was 
wondering in my own mind how they could show which had an operating loss 
and which had a gain. : 

3 Mr. VaueHan: No application has yet been made nor has one been prepared 
_ but if one should be made it would in the ordinary course of events be submitted 
_to the Board of Transport for their consideration. The Board of Transport 
would hold hearings and listen to everything that the various localities con- 
_ cerned had to say and in turn they would ask the railways to submit costs of 
_ operating certain portions of their lines for whatever traffie was involved, and 
_I presume they would come to their conclusions on the basis of the evidence 
submitted. There is a tribunal to deal with those matters, and we cannot 
increase a freight rate of any kind without the approval of the Board of 
_ Transport. 

__ Mr. Rem: I thought I would ask for information. This is the first oppor- 
- tunity I have had to ask the head of a railroad about it. I know the stand 
taken by the Board of Transport Commissioners. I have had experience in 
that line. I have been wondering in my own mind if they could really tell 
what it cost to haul a ton of freight or a passenger? 

| Mr. Vaucuan: We can give figures for specific localities of the cost of haul- 
ing freight taking into account certain factors but it is very difficult, as I say, 
_to determine the division of cost as between passenger and freight earnings 
on account of so many expenses being common to both. 

: The CuHatrmMan: Could we go on with the balance sheet on page 12 and 
then you can ask any questions you have of any of the gentlemen here as 
you go along, if that is satisfactory. | 
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CONSOLIDATED BALANCE SHEET 
ASSETS 


INVESTMENTS: 


Road and Equipment Property.$ 1,958,892,347 76 
Improvements on Leased 


Properly cee a ez ea ed 3,034,936 52 
Miscellaneous Physical 
Properly onic ieee ake k 65,127,197. 72 
a $ 2,027,054,482 00 
Sinking Funds: 
System Securities at par...$ 542,618 73 
Other Assets at cost...... 279,503 .03 
—_—_— 822,121 76 
Deposits in lieu of Mortgaged 
Property Sold: 
System Securities at par..$ 471,500 00 
Other Assets at cost....... 4,442,675 10 
— 4,914,175 10 
Deferred -Maintenance’ Wund.....: 0.9.2.4 casas 34,000,000 00 
Investments in Affiliated Companies........... 40,710,024 85 
Other Investments: 
System Securities at par. .$ 80,000 00 
Other Assets at cost...... 1,837,994 82 


1,917,994 82 
$ 2,109,418,798 53 — 


CURRENT ASSETS: 


Cash iki. catsietnetn aura wale ¢ afeteretne ore ee $ 15,257,088 67 
Special Deposits iy. aes ti bees See ek ee Nee 12 42 V Obed 
Net Balances Receivable from Agents and Con- 

CUCtOPRSS ia Oo a. atte ee daten: radi icoy SUeieuee te Le 14,719,121 54 
Miscellaneous Accounts Receivable............. 16,239,003 64 
Material and Supplies—Ledger Balances....... 55,622,709 91 
Interest and Dividends Receivable............. 558,445 86 
Rents» Receivable’ ..8-00. ees c wire ore ee ene cee 468,027 15 
Other Current: (Assets. 25 sass ones eee ae eet ones 9,747,616 29 


125,033,750 23 


DEFERRED ASSETS: 
Working 2 und CAd Videes’, ett cys aioe ean eee $ 377,447 09 


Insurance Fund: | 
System Securities at par..§$ 6,679,184 06 


Other Assets at cost....... 6,076,933 45 

wer ee 12,756,117 51 
Pension > Contract. cWaticdcrs 6 os cel ee ee ae 24,649,000 00 
Other’ ‘Deferred PAnsetskoeocn. -ie ee cee eee 3,176,378 22 

os 40,958,942 82 
UNADJUSTED DEBITS: 

Rents aidein: “Advance wa. eee bite esa cai eee $ Li 27 Ae 
Discountson. Munded -Debtrc.t2n one swear ata 6,886,208 53 
Others Unadjusted 2Debits.cc. <5 aes cake ce tareie sr 4,043,054 44 


11,100,385 08 


$ 2,286,511,876 66 


Py 


RAILWAYS AND SHIPPING 43 
AT 3lst DECEMBER, 1944. 
LIABILITIES 
STocKs: 
Capital Stocks of Subsidiary Companies held by Public............. $ 4,669,840 00 
Lone TERM Dest: Bae 
pane d Debt See eee 
CLL SeOY ge EDOUGCN, Site cal Set cult ote Mac cio eahe aes | 621,680,603 1 
rfid wir special Munda sy) lek ete coe. : 77773302 73 
629,453,905 93 


- DoMINION oF CaNnapDA (Accounts treated ag assets in 
Public Accounts of Canada): 


HGNC 91.3). See ge tg ag oO ene ns ni Ma at $ 645,103,871 64 
Canadian Government Railways—Working : : 
CEDILGIM er tts tates Cot eee isd ob ie we ot 16,771,980 54 


CurRRENT LIABILITIES: 


Traffic and Car-Service Balances—Credit........ $ 7,014,709 06 Sseeteeeann 
Audited Accounts and Wages Payable.......... 14,153,334 28 
Miscellaneous Accounts Payable............... 5,665,989 76 
Interest Matured sUnpaidi.. -..20. cs. aS. 6,493,574 52 
Unmatured Interest Accrued................4. 6,353,598 86 
Wumatyured- Rents Accrued... fos. 0... one. 194,259 59 
PROCI Mee Laxocbila DINGY tise flea deus cle Oe ee ole. 3,106,930 95 
OrhermmGurrente liabilities)... «sacs ce eek ek... 126125178223 
——_—_——_—____— 55,594,575 25 
DEFERRED LIABILITIES: 
Pension Contract: NeServes iis enor tok oe oak $ 24,649,000 00 
Oiner=bDererred iia bilities. oa. ft cs hee wheat oe 6,405,273 45 


31,054,273 45 
UNADJUSTED CREDITS: 


HSU COMMIE SOLVE rt. Ora Wed oo hs re ts $ 12,756,117 51 
Accrued Depreciation: 

Canadian Lines—Equipment only.......... 56,481,794 70 

U.S. Lines—Road and Equipment.......... 21,035,703 74 

ee eanede TiNnemens oct a Sires tikes 81,409 85 
Deferred Maintenance Reserve..............0. 34,000,000 00 
iMAC CSERV OST ot ses toe ao Re ae eye aie 11,589,013 74 
etm Wad USEC COLEMILSs oe dace acho es Kon hk 13,223,904 16 

re! 149,167,943 70 


DOMINION OF CANADA—PROPRIETOR’S EQuity— 


(See Note) 
Represented by:— 
1,000,000 shares of no par value capital stock of 

Canadian National Railway Company..... $ 18,000,000 00 
5,000,000 shares of no par value capital stock .of 

The Canadian National Railways Securities 


ASRS AMER: Oc ters Moti se ek haane 359,080,515 31 
Capital Expenditures by Dominion of Canada on 
Canadian Government Railways........... 377,614,970 84 
— 754,695,486 15 


CONTINGENT LIABILITIES: 


Major contingent liabilities, as shown on state- 
ment attached. 


$ 2,286,511,876 66 


Notrre.—The Proprietor’s Equity is included in the net debt of Canada and is disclosed in 
the historical record of Government assistance to railways as shown in the Public Accounts of 
Canada in accordance with the Canadian National Railways Capital Revision Act, 1937. 


T. H. COOPER, 
Comptroller. 


CERTIFICATE OF AUDITORS 


We have examined the books and records of the companies comprising the Canadian 
National Railway System for the year ended the 3lst December, 1944, and subject to our report 
to Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet is 
properly drawn up so as to exhibit a true and correct view of the affairs of the System as at 
the 3lst December, 1944; and that the relative Income Account for the year ended the 3lst 


December, 1944, is correctly stated. 
GEORGE A. TOUCHE & CO., 
Chartered Accountants. 


15th March, 1945. 
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Mr. Beavporn: I should like to ask Mr. Cooper what are the special deposits 
which are mentioned in the section entitled “Current Assets’’? - ~ aa 

Hon. Mr. CHeEvrier: Page 12. 

Mr. Beaupoin: Current Assets. 

Mr. Coorrr: $12,421,000, Special Deposits? | 

Mr. Coorer: We have some bond issues which have matured and the holders — 
of some of the bonds have not presented them for payment. The amount 
necessary to take up those bonds has been placed in a special bank account to be 
available whenever the holders present their bonds for redemption. That is a part — 
of the account. The other part very largely consists of interest which has ~ 
matured and is due for payment as of say January 1, 1945. Again we take the 
cash out of our general funds and we put it into a special bond interest account 
at the bank. That is what that account consists of. a 


Mr. Beauporn: What about miscellaneous accounts receivable, $16,000,000? - 


Mr. Cooper: The major portion of that item would represent accounts — 
against the government on government business. As you know in the case of4 
passenger traffic all military personnel travel on warrants. It takes us some_ 
time to get those warrants in from the stations, check them over, list them up ~ 
and set a bill against the government, but for the time being we relieve the agents — 
of the outstanding warrants and we hold them in this particular account until” 
our bills against the government are rendered. There is a certain delay in the — 
rendering of bills particularly on government business. That is the principal — 
reason the amount appears to be high. 7 

Mr. NicHouson: The second item. on this page is improvements on leased — 
property. Could we have some explanation as to what that item covers? 

Mr. Cooper: When we make investments or capital expenditures on our 
own property it is charged to the first item there, but if we have property which — 
is under lease such as the New London Northern Railway or the Northern ~ 
Pacific Railway, we do not own the property itself but we operate under lease, 
and any improvements which we make to that leased property are segregated ~ 
and kept out of our own property investment account. | 

Mr. Rerp: Does miscellaneous physical property include hotels? 

Mr. Coopsr: The major portion of that account represents our investment — 
in our hotels. It would also include other non-railway property owned by the 
Canadian National Railways. } 

Mr. JACKMAN: Under deposits in lieu of mortgaged property sold you have~ 
other assets at cost, $4,442,675. That is something you are allowed to substitute — 
under a bond mortgage for something you have sold? 

Mr. Cooper: If a mortgaged property is sold occasionally under the terms 
of the trust deeds the proceeds of the sale must be turned over to the trustees to 
maintain the security of the outstanding bonds. 

Mr. JackKMAN: What type of assets would there be in that $4,442,675? q 

i 
) 


Mr. Coopsr: They are invested in interest. bearing securities. 
Mr. JAcKMAN: Mostly government bonds probably? 
Mr. Coorrr: Of the $4,914,175, $3,375,000 is Dominion of Canada bonds. 
Mr. Jackman: As to investments in affiliated companies, $40,000,000, 3 
perhaps you will recall that some years ago among the affiliated companies, if I 
recall correctly, there were some in which you did not have the entire capital - 
owned by the railway. I think there were a few lines running out of Montreal. 


Mr. VaucHan: A small minority interest. * 
Mr. JACKMAN: You were going to clean them up if you could. 


rr 
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Mr. VaucHAN: We are working on them. I think there have been one or 
two cleaned up. It is a long legal process in some of these things. We are 


working at it consistently and we are making some progress although the 


progress is not as fast as we would like. 


‘Mr. JACKMAN: The fact it is necessary to make improvements of these 
affiliated companies, not wholly owned, from time to time does not interfere 


with your bargaining? 


Mr: VaucHan: No, not at all. 
Mr. Cooper: You will find full details of that item set out on page. 21, 


_ Mr. Jackman. 


Mr. Jackman: I do not think it is important enough to inquire what those 


e are just now, the ones you are trying to tidy up and get the worthless proprietor- 
ship out of the way. 


Mr. Cooprr: I think the ones we are trying to clean up are included in the 


‘ first item of the lability side. 


Mr. JAcKMAN: Capital stock of subsidiary companies held by public? 
Mr. Coormr: Yes, and if you will turn to page 22 you will see the particular 


lines to which it relates. Those are the companies where there are minority 


shareholders to which this account refers. 

Mr. JACKMAN: Canadian Northern Quebec Railway Company; is that 
paying line? When I say “paying” I mean as far as stock? 

Mr. Vaucuan: The Canadian Northern Quebee is merged with the rest of 
our system and has been merged with the Canadian National Railways for 
many years but there are a few bonds outstanding and we are trying to get 
those in. ; 

Mr. JAcKMAN: This is capital stock, not bonds. 

Mr. VaucHan: There is some stock outstanding. 

Mr. Cooper: The stock is shown on page 22. 

Mr. JAcKMAN: $3,849,200, but that stock is worthless really. 

Mr. Cooper: In our opinion absolutely worthless. 

Mr. Vaucuan: Yes. We do not propose to pay anything for it. 

Mr. Jackman: What about those public markets there? 

Mr. Vauucan: The public market is the Winnipeg stockyards. That is 
owned jointly by the Canadian Pacific railway and ourselves. | 

Mr. JAcKMAN: I understand that you have some kind of slaughter-house? 

Mr. Vauguan: We have no slaughter-houses. We have substantial stock- 
yards, but we do not operate slaughter-houses. We have not come to that yet. 

Mr. JAcKMAN: Which item is that, the stockyards in Monteral? Who owns 
that? 

Mr. Coorrer: The stockyard is a fully owned subsidiary of the Canadian 
National Railways. That is not an affihated company. 

Mr. Jackman: : Is this the big stockyard in Winnipeg? 

Mr. Vaucuan: Yes, it is. It is a profitable stockyard. It makes a return 
on the investment. : 

Mr. Jackman: Who owns the rest of it? 

Mr. VaucHan: The Canadian Pacific Railway and ourselves own it jointly. 

Mr. Jackman: The Vancouver hotel is doing very well now? 

Mr. VAUGHAN: Yes. 

Mr. JackMAN: Would you give us a breakdown statement on the hotels 


owned by the system; something similar to what you have in former years? 
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Mr. VaucuHan: We can file that with you if you so desire. 


CANADIAN NATIONAL HOTELS 


Year 1944 
Revenues Expenses Taxes Net 
Charlottetowir ors. te ee ce ee $ 164,603 92 $ 136,263 87 $ 5,155 61 $ 23,184 44 
Nava eas Tip ee tiie ete eat 826,489 50 583,329 02 19,832 90 223,327 58 
Chateau Liaurtersin seek eas 2,258,708 67 1,668,000 81 VO, 1022 Tk HID LID 
Prince sA Tih wee ee ae 237,899 18 195,626 22 5,905 82 36,367 14 
HOTt AT Iy esa aera. ae cee - 667,058 01 504,112 55 30,331 89 132, 68Scou 
Prince dw ard Fite sen sh cers 183,429 52 155,879 67 4,091 65 23,458 20 
Macedon ld nate mer tiety aie ee can ees 743,836 14 579,996 57 16,600 30 147,239 27 
Bessborough ey ete ae eee 541,811 90 424,144 36 3,357 60 114,309 94 


Mr. JAckKMAN: Thank you. 

Mr. Rem: I would like to see how the Vancouver hotel is doing. 

Mr. JAckMAN: ‘That will hardly be possible. It is only half owned by the 
Canadian National. 

Mr. Re: I know that. 


Mr. VaucHan: The Vancouver hotel itself and the furnishings are entirely 
owned by the Canadian National Railways. The Vancouver Hotel Company, 
the operating company, is jointly owned by the Canadian Pacific Railway and 
ourselves. The Vancouver Hotel Company leases the hotel and furnishings from 
the Canadian National Railways. 

Mr. Remo: Have they changed the telephone system? It is the worst in 
the country. 

Mr. VaucHan: Is that a fact? 

Mr. Rem: You have to wait three or four minutes any time you put in a 
call. 


Mr. VaucHan: That is probably the fault of the telephone company. We 
will be glad to look into it. | 

Mr. Rep: No, it is not’ the fault of the telephone company. 

Mr. VaucHAN: I will certainly look into that. 

Mr. Reto: That has been going on for the last three or four years that I 
know of. 

: a NicHotson: Was there some special reason for taking the C.P.R. in on 
this? . 

Mr. VaucHan: There is a long story behind that, Mr. Nicholson. This 
hotel of ours remained unfinished for some time, work was stopped on it during 
the depression. Then an arrangement was made with the Canadian Pacific 
Railway Company. The hotel was finished, and under the agreement they under- 
took to close down their own hotel and not to operate it again as a hotel during 
the period of the agreement, which is for 21 years. The arrangement was 
intended to be beneficial to both parties. ) 

The CuairMAN: Any questions on liabilities here? 

Mr. Ret: That is on page 12? 

The CuairMaAn: Yes. And now, page 13. 


Mr. Rerp: I notice on page 13 reference is made to a deferred maintenance 
reserve of $34,000,000; also there are items there for accrued depreciation. 
Would you mind explaining what “accrued depreciations” means? 


Mr. Cooper: In the case of deferred maintenance the funds are separately 
invested. We have victory bonds to the amount of $34,000,000. We are holding 
those funds because we will need them when the work gets under way; but in 
the case of accrued depreciation, the funds are not held in a separate fund but 
are used currently to finance capital expenditures. 
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Mr. Brauporn: What about the use of your lines by the radio corporation; 
how much does that bring in the way of revenue per year, how much do you 
charge per line? 

Mr. Cooper: The item in which the revenue is included you will find on 
page 13—the item of $6,998,160.62. 

Mr. Beaupoin: Have you got information on that? Possibly you could 
give us a breakdown of it at a later date. 

Mr. VaucHan: That is a three-way contract, between the C.B.C., the 
C.P.R. and ourselves. 

Mr. Cooper: The amount of revenue from broadcasting purposes in 1944 was 
$409,583. 

Mr. Beavuporn: And, how much do you charge per line? 

Mr. Cooper: That is something I’ll have to look up. 

Mr. VaucHan: We have not the agreements with us. 

The CuarrmMan: Have you any more questions? Shall we turn over the 
the page? 

Mr. NicHouson: Other current liabilities, $12,612,178.23. That is a very 
large item compared with the other items listed in the breakdown, isn’t it? 

Mr. Coorrr: Again I am pretty sure that the large proportion of that is 
due to the bonds which matured and which have not been presented for redemp- 
tion. As you know, in July we called an issue of $56,000,000 bonds, and at 
the end of the year there were between $5,000,000 and $6,000,000 of those bonds 
which had not been presented for redemption, although the interest on them 
stopped as of July 1st. I suppose when the holders did not collect their interest 
on January Ist they would wake up and turn them in. We have $5,823,000 of 
the 5 per cent bonds which we call! for redemption on July 1st, 1969; altogether 
we have 6 million dollars of different issues which have matured and for which 
the bonds have not been presented. Then there is an accrual against bills 
which have not been vouchered. For instance, bills have been received at the 
end of the year for fuel. We would take a debit in our fuel stock account and 
set up an accrued liability pending receipt of invoices. When we receive the 
invoices we voucher them and the amount is then transferred to accounts — 
payable; a considerable amount of the $12,000,000 represents unvouchered bills. 
There is always a certain carryover. 

Mr. LaCrorx: On page 13 I notice there is an item of capital expenditures 
for Canadian Government Railways amounting to $377,614,971.84. Could you 
give us some explanation about that? 

Mr. Cooper: When the Canadian Government Railways were entrusted to 
the Canadian National for management, and the revenues and expenditures for 
those railways were going into our operating accounts we felt that a corresponding 
investment item should be set up in the property investment account; so that 
the first item on page 12 of the balance sheet, road and equipment property, 
includes the ledger value of the Canadian Government Railways at the time they 
were entrusted to us for operation. The offset to that is this lability to the 
government. The funds were provided by appropriation of public moneys. The 
item represents the amount of money which the government of Canada invested 
in what we call the Canadian Government Railways. 

The CuHairMAN: All right, gentlemen, are there any more questions on 
page 14? 
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DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT 


CAPITAL Stock OF CANADIAN NATIONAL RAIL- 
WAY 2 GOM PAIN Yo pete ara eee ee ete ae 
CAPITAL Stock oF THE CANADIAN NATIONAL 
RAILWAYS SECURITIES TRUST 
Initial stated value 
Surplus earnings 
Capital gains 
Capital losses 


eevee ere ee ee ee eee eee 
eeoee eee ere eres eee eee eee 
4 fe ee La/e» 0 0.16) 8 8 (0,0 ea) e te 6 6 © 6) 6 2) 6 


2.2) 08s je 60, ee) le (ere. WW (ee tere Sig melre 


CAPITAL EXPENDITURES BY DOMINION OF 
CANADA ON CANADIAN GOVERNMENT RAIL- 
BV RAS it cia tate AU a tary aa eee 

Nominal consideration for transfer of 
PROPOSE ATG aac ite Bets bp eegeeeis 


* Loss on abandonment of dock facilities 


Balance at 


dist Dec., 1943 


$270,037,437 88 
64,719,007 29 
19,105,651. 38 
17,181,633 84 


$336,680,462 71 $ 22,400,052 60 


Transactions 
year 1944 


$ 18,000,000 00 $ 


$377.614,971 84 


23,026,924 35 
* 626,871 75 


$732,295,434 55 $ 22,400,051 60 
at Seattle, Wash. 


Balance at 


31st Dec.; 1944 


$ 18,000,000. 


$270,037 ,437 
87,745,931 
19,105,651 
17,808,505 


$359,080,515 


$377,614,970 


All right then, page 15, operating revenues and operating expenses: 


OPERATING REVENUES 


Freight 
Maritime Rates Reduction 
Passenger 
Baggage 

Sleeping Car 
Parlor and bia Car 
Mail 
Railway Express Agency 
Express 
Other Passenger-Train 
Milk 
Switching 
Water Transfers 
Dining and Buffet 
Restaurants 
Station, Train and Boat Privileges 
Parcel Room 
Storage—Freight 
Storage—Bagegage 
Demurrage 
Telegraph Commission (U.S.) 
Telegraph—Commercial 
Grain Elevator 
Rents of Buildings and Other Property 
Miscellaneous 
Joint Facility—Credit 
Joint Facility—Debit 


sree del ence, eters eee @: fal lel 6 eerie le erase je lm hee Verse lid ae) ey ee 
eee eee etree rte eee eee 

2 10.6. Sage Mel jet 6 joD ene 0 10 916, 00,8 616 (6. \9\e 010 6).e o-e\0(8) 6.0.8 
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1944 


$317,735,454 
3,853,273 
69,776,256 
156,989 
4,564,393 
226,215 
4,204,761 
632,953 
17,375,188 


109,058 


$441,147,510 


1943 


$320,758.860 § 


4,140,862 
66,891,033 
130,045 
4,177,870 
217,126 
4,047,893 
630,036 
16,860,746 
14,079 
432,293 
3,092,258 
137,498 
4,711,769 


131,986 © 


432,043 
(149,151 
97,879 
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2,442,762 
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633.436 
2,162,239 
graie a 
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$440,615,954 
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$ 76,503,925 59 


$ 67,308,429 


Mr. Nicuotson: In connection with the item on passenger revenues, I see 
there has been an increase in 1944 as compared with 1943. 


president could make an 


I wonder if the 


additional statement to the one he made this morning 


regarding their plans for the post war period? There is a good deal of talk 
in the United States about speeding up services and putting new equipment on 
the railroads. Realizing that transport is going to be a highly competitive 
industry, could Mr. Vaughan make some statement about that? 

Mr. Vaucuan: We have had a committee for some time studying the 
various matters to which you refer: the merits of stream-line trains, Diesel 
equipment versus steam equipment; and we have been going in a rather eX- 
haustive way into every matter which we think might mean an improvement 
in service and perhaps a decrease of cost. Of course, improvement in equipment 
does not always mean a decrease in cost. But we are studying all these matters. 
We realize that we are going to get keen competition as time goes by from 
the highways, from water, from the airways; and we are studying ways and 
means of meeting it. ; | 

Mr. Nicuoutson: How far along are you with your plans, and how soon 
will equipment be available? 


Mr. VaucHaN: We are getting reports from time to time on these matters. 
We have to study the economy of each situation very carefully, because we 
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do not want to go haywire and spend a lot of money that is not going to bring 
us a return. These things have to be very carefully studied. While in the 
United States streamlined trains between two thickly populated cities may be 
operated profitably there are not very many places in Canada of that nature, 
and we might find it difficult to make trains of that kind pay. However, we 
are determined that we are going to keep this railroad up-to-date and we have 
a number of things in mind which we are not saying very much about until 
our plans are more matured. } 

Mr. NicHotson: In the west there is a general feeling that if some more 
convenient service were available the railways would thereby have a chance 
of getting a share of the business. There is so much freight handled on most 
of our western branches that unless we can speed up service by rail the buses 
are going to get more than their share as soon as bus equipment becomes again 
available. 

Mr. Watton: It we do not speed up the L.C.L. freight, trucks will get that. 

Mr. Rerp: Can you explain the apparent falling off in revenue from dining 
and buffet car service—that is shown there on page 15? 

Mr. Watton: I can answer that, Mr. Reid. There is a drop in revenue 
in 1944 as compared with 1943 in the dining and buffet car revenue; and our 
records show that it is practically all due to a smaller number of meals being 
served to the armed forces. There were less of them travelling and being served 
meals in 1944 as compared to 1948. You see, we did not have as heavy an 
overseas movement going, and the returning movement had not started. That 
meant that fewer meals were served to members of the armed forces in 1944 
than in 1943. 

Mr. Emmerson: Isn’t there an increase in maintenance? 

Mr. Watton: I do not think there is any department you will turn to that 
cloes not show increased expenses. 

Mr. Hazen: Speaking of passengers, whom do you issue passes to? 

Mr. VaucHan: The Clerk of the House issues identification cards to 
members of parliament. 

Mr. Hazen: Under the Railway Act. 

Mr. VaucHan: The Board of Transport Commissioners have rules and 
regulations which prescribe those to whom free transportation may be issued. 
We can only issue free transportation in accordance with those rules of the 
Board of Transport Commissioners. If there is any question about whether 
or not a person would be entitled to free transportation—for instance some — 
celebrity might come to this country and we or.some other railroad might want 
to give him free transportation for some special reason—we would have to 
ask the Board of Transport Commissioners if they would permit us to issue a 
pass to that person. 

Mr. Hazen: Do dominion government employees get passes? 

Mr. VaucHan: No, sir. 

Mr. Hazen: None of them? 

Mr. VaucHan: Just the Department of Railways. 

Mr. Emmerson: The Department of Transport. 

Mr. VaucHan: Some of the employees of the Department. of Transport 
do, yes; those who are engaged in railway work. 

Mr. Emmerson: Do you issue passes to the press? 

Mr. VaucHan: Under certain conditions. 

Mr. Emmerson: Just as the C. P. R. do? 

Mr. VaucHan: I think Mr. Thompson can tell us something about that. 
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Mr. Water THompson: You are asking if we issue passes to the press? 
Mr. Emmerson: Yes. 


Mr. THompson: The terms of the Railway Act, as I remember them, are 
to the effect that it shall be illegal for any railway to issue free transportation 
to other than the following: members of the Senate, members of the House of 
Commons, members of the press. They are specifically included in the Railway 
Act of Canada. There is certain transportation issued to the Press under 
strict supervision of the Board of Transport Commissioners; but a statement 
must be made to the Board of every piece of transportation issued, the reasons 
for its usage, and it is very carefully checked. It is done with the full authority 
of the law passed by our Parliament, and is kept down to reasonable limitations 
both by the press themselves and by the railway companies, and by the Board 
of Transport Commissioners. 

Mr. Ret: Is it not a fact that what is called a pass to members of the 
House of Commons and the Senate is in law a request, or a requisition on the 
railway companies to transport the members of the House of Commons and 
the Senate, differentiating it from a pass issued to a railway employee or some 
one else? I remember two years ago bringing my girl here to continue her 
education and the officials refused to issue her a berth because they said she 
was travelling on a pass. I maintain that it was not exactly a pass, because it 
was a requirement of the law, on a request to the railway, to carry a member 
of parliament and his family. This, as you know, was done for a very good 
reason, to keep members of parliament from being handed things. 

Mr. Vaucuan: I do not think a family is included. 


Mr. Rem: A person under 21, whom you are supporting. Every member 
and every senator who has any member of his family— 

Mr. Hazen: I do not think it states that in the Act. 

Hon. Mr. Curvrier: I have the section here. It is section 346. It covers 
members of the Senate and House of Commons of Canada. I do not think the 
family are entitled by virtue of the Railway Act. 

Mr. Hazen: Does it not say, “upon. production of their card’? It is not 
called a pass. 

Hon. Mr. Cuevrier: That is right. Do you wish me to read it? 

Mr. Ret: Yes. 

Hon. Mr. Curvrier: Very well. Section 346 reads: 


Members of the Senate and House of Commons of Canada, with 
their baggage, and members of the Board and such officers and staff of 
the Board as the Board may determine, with their baggage and equip- 
ment, shall, on production of cards, certifying their membership or right, 
which shall be furnished them by the Clerk of the Senate or the Clerk 
of the House of Commons or the Secretary of the Board, as the case 
may be, ‘be entitled to free transportation om any of the trains of the 
company; and the company shall also, when required, haul free of charge 
any car provided for the use of the Board. 

Then section 347 goes on to say that, subject to a number of preceding sections, 
no company shall issue or give any free ticket or free pass, without specific 
authority. 

Mr. Emmerson: The railway also issues transportation to provincial 
members. 

Mr. Hazen: Within the province. 


Mr. Emmerson: Within the province, that is true. They are limited in 
range. 


Mr. VaucHan: Yes; within their province only. 
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Mr. Suaw: Are those passes issued to M. L. A.’s merely complimentary 
passes? 

Mr. VaucHaN: Yes, Sir. 

The CratrMan: Are there any other questions on operating revenues? 

Mr. Hazen: Mr. Chairman, in Mr. Vaughan’s statement to the minister, 
page 9, he says that the combined revenues of the year-round hotels amounted 
to $5,639,000. Could he tell us the combined expenses of the year-round hotels 
for 1944? 

Mr. Vaveuan: A gentleman over here asked us to file a statement on the 
earnings and expenses of the hotels and we intend to do that. You will have 
a statement of that filed. 

Mr. Nicuotson: In connection with these operating revenues, | wonder 
if Mr, Vaughan could make any statement regaring the sleeping car program? 
Are we likely to have as been a demand for sleeping car space in the next five 
years as we have had in the last five? And if so, what plans are being made to 
take care of it? : 

Mr. Vaucuan: I do not think the demand will be as great; and we will be 
able to put more sleeping cars back onto the regular runs again than we have 
at the present time. I think there will be plenty of sleeping cars for everybody 
within six months or a year’s time. 

Mr. Nicuotson: I think perhaps during the last four or five years a great 
many people have been using sleeping cars who previously did not use them, 
and I imagine the demand will possibly be a good deal keener; and having a 
trans-continental service, I should imagine that more sleepers would be required 
than we had. Have you any plans under way in that regard? 

_ Mr. Vaueuan: We have plans under way for some new sleeping cars. 
Plans and specifications are in the course of preparation now. 

Mr. Nicnotson: Can you make any statement as to how many? 

Mr. Vaucuan: We have not determined how many yet. There will be 
quite a few, though. We do not want to order too much equipment until we 
see how everything balances up when these troop movements are over. There 
are a large number of sleeping cars that are now being used in troop movements 
that will be available to the public. 


Mr. Nicuotson: I should think that a company of the size of the Canadian 
National should be giving a lead in providing employment for the next few . 
years; and the manufacturing of some of this equipment would seem to me to 
be a legitimate type of undertaking by which to employ materials and man 
power. : 

Mr. VaucHan: We have a substantial amount of new passenger equipment 
under consideration which we hope to order at an early date. 


Hon. Mr. Curvrter: There is some being manufactured now. 


scale? 
Mr. VaucHan: We, of course, have some buses now and we are studying 
routes with a view to determining if it is desirable to put buses on any other 
services. We do not want to go directly into competition where there are 
already bus lines giving a satisfactory service; and a good many of the high- 
ways are already fairly well provided with buses by well-established companies. 
Mr. Lacrorx: I see; that means competition for your company. 
Hon. Mr. Curvrier: Certainly it does. . 
Mr. Harkness: I see under operating revenues, grain elevator, $539,000; 
and under operating expenses, $49,880; and again under miscellaneous, $287,000. 
Why is that in two items as far as expenses are concerned? 


Mr. Lacrorx: Is it your intention to enter the bus business on a large 
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Mr. Vaucuan: Mr. Cooper can tell you that, I think. 
Mr. Harkness: What is the story on those grain elevators? 


Mr. Cooper: We have an elevator at Tiffin, one at Portland and one at 
St. John; but I do not think that I can answer that question without more 
detail than I have here. 


Mr. Harkness: I was wondering why those expenses were split into two 
items, one under straight maintenance of way and structures and the other 
under miscellaneous. 

Mr. Coorrr: The item in maintenance would be maintenance of the building 
itself and the other item would be operating costs; just as in the railway you 
see under maintenance of way the cost of maintaining the track and the 
buildings, and over in the transportation account you see what we call the 
costs of operation, the cost of operating the trains. 

Mr. Harkness: The total shows a profit of around $200,000. Is that fairly 
typical? 

Mr. Cooprr: I would think that was better than normal. The revenue at 
St. John was $34,000. The expenses were $50,000. So there was a loss there 
of $16,000. With the one at Portland, the revenue is $107,000 and the expenses 
were $193,000. There was a loss there of $86,000. Then at Tiffin—that is at 
Midland—the revenue is $397,000; the expenses were $106,000 and the net 
profit was $291,000. The three elevators combined show a profit of $188,000. 
That is the revenue as compared with the cost of maintaining and operating 


these elevators. 


Mr. Harkness: That includes depreciation, I suppose, of the elevators? 

Mr. Cooper: No, sir. We do not take up depreciation on that property. 

Mr. Rew: Why is it that there are two different items of grain elevators 
on page 15, under the heading we are discussing now? 

Mr. Harkness: He has just finished answering that question. 

Mr. Rep: I am sorry. 

Mr. Cooper: The first item under the heading of maintenance is mainte- 
nance of structure itself and the second item is the cost of operating the elevator. 


The Cuarrman: Are there any other questions under operating expenses, 
gentlemen? 


Mr. Harkness: Just one other question on these grain elevators. The rates 
charged, I presume, are those set by the Board of- Grain Commissioners or 
this board that deals with rates and so on? 


Mr. VaueHan: That is correct. 
The CHarrman: Can we turn over to operating expenses, maintenance of 


equipment, traffic, and transportation? 


~ 


Some hon. Mrempers: Yes. 
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Mr. Reip: What do you mean by train power purchased, the two items 
there on page 16? What is meant by that? 

The CHAIRMAN: What is that question? 

Mr. Rew: What is meant by train power purchased, the two items there. 

The CHAIRMAN: That is under transportation, near the bottom of the page. 

Mr. WALTon: There are two items. There is train power produced and train 
power purchased. One is power that we produce ourselves for operation and the 
other is where the power is purchased. For instance, Montreal has electric loco- 
motives which operate on power purchased from the power commission. 

Mr. VaucHan: From the Quebec Hydro-Electric. 

Mr. WautTon: Yes. 

Mr. Nicyoison: I wonder if any plans have been made to modernize the 
cabooses on the freight trains? A lot of the railway crews spend a large part of 
their lifetime in those cabooses, and it seems to me to be a fairly reasonable 
expenditure to have electricity installed and to make them a little more com- 
fortable. 

Mr. VaucHaN: We are improving our cabooses right along. We have nearly 
always got some cabooses in the shops with improvements being made to them. 
We recently put in some special lights. 


Mr. Watton: We are just doing it now. 
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Mr. Nicuouson: Are they electric lights? 
Mr. VaucHan: No. 


Mr. NicuHotson: How expensive would it be to provide electricity in the 
cabooses? You have got electricity in nearly all the passenger cars now? 


Mr. Wauton: It would be a heavy expense. I would not care to name a 
figure, just what it would cost to equip all cabooses with electric light. 


Mr. Maysanx: I think there is something more important than that. I 
think that the cabooses should be equipped with green baize tables, and supplied 
with poker chips and good cards. 

Mr. Nicuotson: A good many of the men, particularly in the west, spend 
their week-ends in those cabooses. In fact, they spend a lot of their lifetime 
in them. It seems to me that the railways with their improved finances might 
help the morale of the train crews considerably by making these cabooses more 
comfortable. 

Mr. VaucHAN: We have meetings from time to time with the heads of the | 
various orders including the brotherhood of railroad conductors and train men, 
and they are making presentations to us from time to time in regard to improve- 
ments in the cabooses and we are carrying them out as best we can. They have 
not yet got to the point of asking for electric lights. I do not think that would 
be practical, because we would have to have charging machines all over the 
country to recharge the generators, and it would be a tremendous expense. I do 
not think it would be practical. But I do think that these new lights that we 
are putting in will be practical and that we have improved cabooses in general. 


Mr. Nrcuoutson: The cabooses I am thinking of have old-fashioned coal oil 
lamps. Now, the conductors have certain reports to make out. In the cabooses 
in the middle of the night, and it is a real -fire hazard to have these coal oil lamps. 


Mr. VauGHAN: We are trying out these new lamps now at the request of 
the train men. 
Mr. Emmerson: I wonder who selected the new colour of the cabooses? 


Mr. Vaucuan: The men like that new colour because they can always tell 
where the end of their train is. It is really a safety device. 


Mr. Ret: There is an increase under colonization and agriculture and 
natural resources of $190,000. Just what is done under that item? 

Mr. VaucHan: We have quite a substantial colonization and agricultural 
department that embraces many activities. They are putting new settlers in the 
various provinces all the time they are providing labour for lumber camps, and 
farms. We are constantly bringing settlers from the Old Country—not so many 
recently. Every month there are several hundred settlers coming in from the 
Old Country who have to be placed and looked after. Before the war we brought 
in a number and put them in your province. They were good Dutch and Swiss 
settlers. We have offices in London and in several of the important places in 
Canada, and the departments referred to are cooperating all the time with various 
departments of the provincial governments and of the dominion government. 
Our men go around trying to improve the quality of stock and the type of produce 
erown. Generally speaking, we have a very active colonization and agricultural 
department. 

Mr. Murcn: Have you any representatives of that department in the United 
States at the present time? * 

Mr. VaucHan: Yes. I think we have one in St. Paul or Minneapolis. 
Minneapolis, I think it is? 

Mr. Mutcu: Minneapolis, yes. 

Mr. Picarp: When we were talking about buildings and stations this morn- 
ing, and about maintenance, I had in mind getting some more details from you. 
I notice that under stations and office buildings there is an increase of $500,000 
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from 1943 to 1944. Do you expect there will be more money available during 
the coming year, 1945, for maintenance of stations? 


Mr. VaucHAN: We hope there will be more labour and material available 
to enable us to improve some of our stations in 1946. 
__ Mr. Prcarp: Is it a policy of the company that they should light the stations 
with electric lights? 
Mr. VaucHan: Where there is electric light available, or where it can be 
economically done, we do it. 


Mr. Picarp: I have a case in mind where the station master had electricity 
installed in his own apartment. Then there were submissions made by the 
municipality and the local council and so on to try to get the railway company 
to extend the electric light, and to pay for it, for the station itself. The station 
master has got to pay for his own power. It is brought in for his own 
apartment but by means of a short extension and at very small cost it could be 
possible to light the station with electricity. Yet the cost is too much for 
the company. 

Mr. VaucuHan: If you will tell me what the place is, Mr. Picard, we will 
see what can be done about it. 


Mr. Picarp: There are quite a few villages served by that station, and there 
is an orphanage and an old people’s home. Nearly 2,000 people are served 
in three different communities by that station, yet, in the winter time, when 
they get off the trains onto the platform which may be slippery, there is very 
little light, in spite of the fact that a short extension of the power could be made 
which would light that platform. ; 


Mr. VaucHaANn: That is probably something which has never been recom- 
mended to headquarters. We have a superintendent down there who is probably 
very economical. 

Mr. Pricarp: I think so. Again, is it not possible to do more in the way of 
providing sanitary accommodation in stations, water closets, if you like. I have 
one case in mind which I took up. I got a letter in reply, a wonderful letter. 
I always get wonderful letters from the chairman, awfully polite letters. They 
came to the conclusion that it was too expensive to install toilet facilities in the 
station. Now, I would not like to say that the trains at that point are often 
late, but due to the movement of troop trains, it happens, sometimes even in peace 
time, that people have to wait for quite a long time in that station where there 
are no facilities at all. There is a house next door to the station which has 
modern facilities installed. The occupant of that house is not a very wealthy 
man either. But I got an answer from the railway company about the difficulty 
of providing installations during war time. 

Mr. VaucHan: We are constantly improving our stations and we are putting 
in a number of toilet facilities at a number of points. I do not know about these 
ones you speak of, but if you will give me the name of them we will see what 
can be done about them. 

Mr. Picarp: I have another point. There is another station which it costs 
the company quite a good deal of money to heat. There are two public rooms, 
- one for women and one for men, and in the centre is the office of the telegraph 
operator. There is a big stove in one room and a big stove in the other room. 
The result is that the telegraph operator freezes and the people in the two 
rooms are too warm. Yet, installed in the back room of his apartment in the 
station, the station master himself has put in a furnace, at his own expense. 
The superintendent refuses to approve that the station be heated by that furnace 
system. I know that war-time conditions are hard, but I would like to know now 
that we are resuming better times if we may hope to get these things corrected? 

Mr. VaucHan: If we are told about these things, and informed of the 
places you are referring to, we will be glad to look into each individual case. 
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Mr. Picarp: It may be that the superintendents have a budget and that 
they want to show that they are good operating men and so they do not want to 
get into too many increased expenditures. 


Mr. VAuGHAN: Perhaps they think the people want too many conveniences. 


Mr. Picarp: Do you think that would be too many, to have maybe a toilet 
and electric light? 


Mr. Nicuotson: Before we leave operating expenses, I wonder if the 
officials of the railway could give us an estimate of the cost of operating a 
passenger train for 100 miles, for example. I had some correspondence with 
respect to the extension of service from Yorkton to Flinflon. The transit 
controller said they wanted to conserve all equipment. What would that cost 
be per hundred miles? 


Mr. VaucHAN: Well, each individual case has to be dealt with separately. 
For example there is the matter of variation in the cost of fuel at each point. — 
Then you have got to reckon the cost of hauling that fuel to the coal docks, — 
where the coal is put in the engine. There are so many things which enter into — 
the cost. I do not know whether that particular case has been brought to our 
attention or not. Has it, Mr. Walton? 

Mr. Watton: No, it has not. 


Mr. Nicuotson: The equipment is tied up in Yorkton from Saturday 
night to Monday morning, and I understand that the equipment could be used 
and that the most profitable run would be over the week-end. 

Mr. VaucHAaNn: There are also schedules which enter into the picture. 
However, we will look into that case. 


Mr. Watton: Is that a run that was previously on, but which was taken 
off by order of the transport controller? 


Mr. Nicuotson: It was introduced at the beginning of the war and I 
understand it has been very profitable. The trouble is that there have been 
only two trains a week, and there has been quite an agitation to extend the 
service. The argument was that the equipment would wear out more quickly 
during the war. I wonder how much more revenue you will have to have 
per one hundred miles? 

Mr. Watton: I do not think we could give you a satisfactory figure here. 
I will look into it and see what it is. 

Mr. Rep: I wonder why the great terminus of the Canadian National 
railways in British Columbia has been neglected over the years, Port Mann? 

Mr. VaucHan: I do not think it has been neglected. | 


Mr. Rew: I have received two delegations of men from the shops who 
have laid a serious matter before me, pointing out that the machinery had been 
left to become antiquated and that much of the work which was formerly 
done there had been sent back to Winnipeg. These delegations came to me this 
year. Two were from the labour unions and they pointed out that the 
machinery had just left the terminus. 

Mr. VaucHAN: You mean that the machinery has been taken away? 


Mr. Rem: The work had been taken away due to the fact that a lack 
of the antiquated machinery or equipment had never been modernized. 

Mr. Vaucuan: I do not think that would be the reason it had been taken 
away, but rather because it was more economical to do the work at some other 
point. That would be the real reason why it was taken away. 

Mr. Rem: He said that the work had been sent out to Winnipeg and 
brought back again. 

Mr. Watton: Our policy, as far as possible, is to concentrate repair work 
at certain strategic points. Actually, one disadvantage that we suffer as 
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compared with the Canadian Pacific is that we operate more repair points than 
they do, and each additional shop involves that much more overhead that 
increased our expenditure. Our general policy is, as far as possible, to handle 
the work at the fewest number of points. 

Mr. VAuGHAN: However, we will look into that case at Port Mann now 
that it has been brought to our attention. The officials of our line are being 
urged all the time to operate as economically as possible and they are always 
trying to find ways and means of saving a dollar. We could not succeed, if 
we did not do that. We will look into that and let you know about it. 

Mr. Hazen: In connection with dangerous underpasses, where the highway. 
goes under the railway tracks, has the railway any responsibility to correct that 
situation, or does it come under the Department of Transport, or is it a matter 
purely for the municipalities? 

Mr. VaucHan: Wherever there is a complaint in a matter of that kind it 
usually comes before the Board of Transport. They have an organization for 
investigating complaints of that nature. If they think the railway is in any way 
responsible they, will take it up with the railway. I do not know what particular 
place you have in mind. 

Mr. Hazen: The one I have in mind is at Fairvale, some two or three 
miles from Rothsay, in King’s county, New Brunswick, where the road goes 
under the railway tracks and there is a bad turn. Of course, the railway track 
was built there before cars were ever invented. It is a very dangerous spot. 

Mr. Vaucuan: In that case the railway would be senior and there would 
be no obligation on the part of the railway. It would be on the part of the 
province, the highway department. 

Mr. MaysBanx: Something of that sort is in my mind. This just illustrates 
how one question brings on another. I do not think it would have struck me 
at this moment if it had not been for that. Mr. Mutch and I are both interested 
in this. It is not the part of Winnipeg which he represents but on the other 
hand I am his most distinguished voter as I always vote for him. I live there. 
You will know it, Mr. Walton. It is at the boundary of the city of Winnipeg 
on the highway leading down to Emerson called the Pembina Highway. It was 
about 1930 when you built the subway there and the permanent abutments are 
up for receiving track but for reasons which I understand were temporary, and 
obviously they were intended that way, you put the tracks on temporary 
trestles. Now the permanent abutments are still there without the track. What 
picture can you give us of the probable future of that situation? When are 
you going to do something about the yards and that sort of thing in connection 
with it? 

Mr. Watton: There was a plan for yard revision and extension in 
Winnipeg. It looked to us at the time that the Pembina Highway subway was 
built that it would be proceeded with but we have gone through the war with 
all the traffic we have had and have not needed it, and I question whether we 
will now. | 

Mr. Mutcu: Is it not correct to say you have not needed it because of the 
beginning which was made? 

Mr. Watton: That situation has been very much relieved by the present 
set-up compared with what it was before that. 

Mr. Murcu: Your original intention was to wipe out Portage Junction 
and withdraw the yards within that area. 

Mr. Watton: That is right. | 

Mr. Maypank: It looks rather odd to have permanent abutments for 
tracks standing up there and nothing on top of them. 
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Mr. Murcu: That is the principal entrance into Manitoba for tourists, 
and there is not only that. I should like to suggest that in its present con- 
dition we have had a long series of accidents under the present situation which 
is not as dangerous as it was. There is a dividing pillar built a long way 
back but even so under normal traffic conditions in its present condition it 1s a 
menace. | 

Mr. Watton: Are there any reflectors or any warning? . 

Mr. Murcu: They have built one of these cement islands about one — 
hundred yards from the central pier but, people still go around it and hit it 
occasionally. 

Mr. Wauron: As far as the railway requirements are concerned there is 
no immediate need for us to do anything different. If there is a bad highway 
condition that we created perhaps we could do something about it, either a 
better warning arrangement or something else. 

Mr. Murcu: To be perfectly fair actually what you have done has made a 
wholly impossible highway situation passable but it is not finished business. < 
It looks like a memorial to the pre-1935 election, as a matter of fact. 


Mr. Emmerson: I wanted to ask a question of Mr. Walton bearing on his 
reply to Mr. Reid as to the reducing of points of repair. For instance, in 1944 
you moved around fifteen of the larger type of locomotives to Montreal for 
heavy overhaul rather than do them in Moncton shops. Was it due to the 
fact that since your reorganization there two or three years ago your unit cost 
has gone up? : 

Mr. Watton: No. We would leave those engines at Moncton and repair ~ 
them there if we were in a position to handle them but we are handling all the 
work-at Moncton that we can handle and we required the engines so we spread 
the work around among some of the other shops. That is a temporary condi- 
tion. I would think when business drops to a certain extent, as it possibly will 
compared with wartime levels, Moncton will keep up with the work of repairing — 
engines on the territory that centres on Moncton, but we just have not been — 
able to keep up with the repairs with the high usage that has been made of the 
locomotives, for some months. 

Mr. VaucHaNn: We have had to transfer many additional locomotives to 
the Atlantic region. You remember we put up a big new erecting shop at 
Moncton since the war started. That plant is working to capacity and as Mr. 
Walton says this is simply a temporary measure because they are behind at 
Moncton with their engine repairs at the present time. They have had so 
many engines to look after. . 


Mr. Wauron: If we could get additional men and they could be worked 
in then we would put them on at Moncton. 


Mr. Emmerson: Is it a case that you cannot get additional men or that 
they cannot get the work out? 


Mr. Wauron: Oh no, we can get the work out. 

Mr. VaucHaAN: It is largely a matter of manpower. 

Mr. Picarp: Have you any definite rules in your company governing the 
ouapyeee of new men, train men, engine men, yard men, and so on? How is 
it done? 

Mr. VaucHan: There are specific rules and conditions of employment laid | 
down. They are the same all over the system. 

Mr. Picarp: For instance, I have in mind a case where a veteran came 
back from the war after three years with the South Saskatchewan regiment. — 
He is a local Quebec resident who was in the west when he enlisted. He tried 
to get employment with the company and was told there was no job for him © 


although he was competent. He was examined and they said, “Yes, he is 
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satisfactory”, but they had no job for him. Three weeks later they employed 
three other men who were veterans, too, but they had applied afterwards. He 
inquired about it and they said they had no definite rules and that they did not 
have any place when this man applied but there were some places when the 
three men applied. I said. “You should have a waiting list and have the men of 
the district on call according to their date of application. If they are competent 
they should be called according to the date they applied.” 

Mr. VaucHan: That is the general rule which is followed. It may be the 
men who were taken on first had been in our employ previously. 

Mr. Picarp: No. If they had been there would be no complaint but they 
were entirely new to the company. The only answer I got was when this other 
chap applied there was no job available but when they applied there was. I 
said, “That is childishness. The civil service or any other company have a 
waiting list, and if a man applies and is judged competent he is called when his 
turn comes.” I was told, ‘We have no definite set of rules.” 

Mr. Vaucuan: I do not know that we have a list of that kind. We have 
so many men applying for employment all over the system. If a man comes 
in today and we have not got a job for him we may take his name and record it. 
The man who is on the job when the vacancy is there is the man who gets the 
job as a rule. 

Mr. Watton: Very often we find that these men do not get in touch with 
us. They apply and then in a few days if men are wanted they are not im- 
mediately available. 

Mr. Picarp: In that particular case the man had just been discharged 
and was still under the care of the Veterans Affairs Department. He left his 
name and address with them. He lived near Levis where he was applying for 
the job. He could have taken the C.N.R. train and it would have taken him 
only twenty minutes to get there, and yet he was: by-passed. 

Mr. Watton: If that is the way it was I think it was mishandled, but 
ordinarily we try to give preference to the men in the order of their applications. 

Mr. Beuzite: Do they not have to file their names with Selective Service 
in their community first of all? 

Mr. Watton: Yes, but that does not present any difficulty. They are 
either available or they are not. 

Mr. Beuzite: Suppose a man did not file his name with Selective Service. 
What would happened. 

Mr. Watton: When I speak of him being available that includes complying 
with the requirements. 

Mr. Picarp: Before he applies to the company he has to get a permit 
from Selective Service to look for employment. 

Mr. Watton: I am assuming from what you say that that had been done. 

Mr. Picarp: Yes. When the man went to them he told them he was a 
a veteran with three years overseas service. They said, “We do not need you 
now.” Three weeks later they took on three more men when this other man was 
only twenty minutes away. I asked them about it and I was told, “We have 
no waiting list.” 

Mr. Watton: We do try to give preference to cases such as you have 
mentioned. Maybe we missed it in this case. 

Mr. Prcarp: My only point is I would like to make sure there are lists 
established. I do not mean for those who are not veterans but those who are 
should be handled in the order of application. 

Mr. Rew: I come back to a question on page 17. I come back again to the 
dining and buffet service. I note that their operating expenses are well over 
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$5,000,000, and if you take the revenue it means that the dining and buffet 
service lost last year $854,768. ‘That is quite a loss; if it is correct that would 
work out at about 20 cents a meal. 

Mr. Wauton: That is probably the experience of most roads on the con- 
tinent. 


Mr. Vaucuan: I do not think there is a railroad on the continent that does 
not lose money in its dining car service. It is a fact that the more meals we serve 
the greater our losses are. 


Mr. Rew: That is remarkable. 
Mr. VaucHan: That is the situation on the dining cars. 


Mr. Maypanxk: You do not charge everything either, do you? Are they not 
favoured in the accounting? 


Mr. Reip: What did the government pay for the meals of soldiers who were 
travelling? Did they pay the regular rates? 


Mr. Watton: It approximates the regular rate. 

Mr. VAuGHAN: It is a little lower, not very much. 

Mr. Reip: . Probably 75 cents or $1. 

Mr. NicHotson: The American lines are streamlining the service. They 


are not using table-cloths and are serving meals on the plate. Does that cut. 


down the cost? 
Mr. Wautron: It is bound to. 


Mr. VaucHAN: Wherever service is curtailed and labour is saved expense is 
reduced. 


Mr. NicHoutson: Have you followed that practice on any of the Canadian 
National diners? 


Mr. Watton: We have on a fewruns. We have not been able to get linen 


and supplies of that kind in full quantity. We have tried to keep up the service — 


wherever we can. 


Mr. Rei: How does it compare with the regular dining room service? I 
mean as against cost and popularity? 


Mr. Wauton: How does what compare? 


Mr. Rei: This new eaute system such as the United States has i In some 
trains. 


Mr. Watton: I do not think it is quite as popular but it was partly a forced 
condition during the war. When we started with it on two or three of these runs 


there was difficulty in getting linen for serviettes and table-cloths, and so on. — 


That is why that was resorted to but it is not as good a service. 
Mr. Nicuotson: It does not cut down costs to an appreciable percentage? 


Mr. Watton: It cuts down laundry costs, and so on, but the primary reason 
for it was the shortage of materials. 


Mr. Mutcu: Is it not a fact that these cars of the type you mentioned did 
permit you to feed more people in a given time? 

Mr. Watton: Well, I am not sure whether you and Mr. Nicholson are 
talking about the same type of car. We have some cars on which we used paper 
serviettes and so on. On a number of troop movements we had especially 
arranged cars which would serve a large number at a time. I do not know whether 
that is the type of car about which you are speaking. 

Mr. Mutcu: Are you using many of these cars now that feed 40 people 
at a time? 

Mr. Watron: We are using some of those on these troop movements because 


they facilitate serving, putting a much larger number of people through at meal 
time. 
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Mr. Mutcu: That is the type of car about which I am speaking. 

Mr. VaucHan: The actual cost of serving the meals is not very much 
different. 

Mr. Watton: The men get their meals much more quickly, and we can 
serve more of them, but the quality of the food is the same. 


Mr. Maypank: Would it be permissible to turn to page 18 and ask a 
question? I want to ask about the new lines constructed. I see you spent 
$1,638,000 on that. Where were they? 

Mr. VaucHan: The principal item there is for the construction of the new 
ine from Eastern Junction to Bout de L’Ile, on the island of Montreal. 


Mr. Harris (Grey-Bruce): Uf I could-ask you to move on to the next page, 
I would like to ask what savings have been made in 1944 as compared with 1943 
in bond issues. 


Mr. Coorzr: At page 4 almost at the bottom of the page there you see, 
interest on funded debt: in 1943 it was $30,998,000, and in 1944 it was $28,135,000. 

The Cuairman: Any other questions there, gentlemen? 

Mr. Rerp: On page 18, “retirement of Seattle dock property, $626,871,75”, 
I see that on page 18 there you have that listed as an expenditure, 

Mr. Vauauan: That is right, we sold the dock for a good deal less than it 
cost us, Mr. Reid. 

Mr. Rem: Yes, I was not referring to the cost but what you received, 
$626,000. 

Mr. Cooprr: No, sir; that is not correct. 

Mr. Rew: That is the answer I got back on page 14, I think. 

Mr. Cooper: What happened was that we had an investment of $737,000, 
the sale price was $110,000, involving a write-off of $626,000. 

Mr. Picarp: What have you been able to do about the C.N.R. bonds held 
in Great Britain? 

Mr. Cooper: I think that you will find that on page 20, under the heading 
of, Dominion of Canada—Loans. We received from the government to 
repatriate outstanding debenture stock $107,943,691 ; and for other railway 
securities, $282,633,000; that is approximately $390,000,000. The par value of 
the securities which we retired was some $20,000,000 in excess of that. This $390 
millions is the cost of repatriating the securities, and there was a gain of some- 
thing like $20,000,000 on the transaction. 

Mr. Picarp: For the company? 

Mr. Cooper: Yes. 

Mr. Prcarp: Is there still a large amount of the bonds held in Britain? 

Mr. Cooprr: No. 

Mr. Picarp: Of bonds? 

Mr. Cooprrr: Not very much. 

Mr. Picarp: I mean by private interest or otherwise. 

Mr. Cooper: At the end of 1944 there was $28,000,000 of sterling securities 
out of a total of $629,000,000, but I do not think that is all held by U.K. residents. 
Any securities owned by U.K. residents were vested and repatriated. 

Mr. Picarp: You mean the bonds are still held in Britain? 

Mr. Cooper: They are almost all sterling securities. 

Mr. Picarp: I refer to both sterling and dollars. 

Mr. Cooper: Yes, but there are still some sterling securities the holders of 
which were not U.K. residents. There is about $28,000,000 of sterling securities 
outstanding. I do not think they are held by U.K. residents. 


64 STANDING COMMITTEE - a 


Mr. Prcarp: Could you give us the amount of C.N.R. bonds, or Grand 


Trunk bonds held in Britain at the time of the outbreak of the war? 


Mr. VaueHan: You will see in the report that about 400 million dollars a 


have been vested by the British government and transferred to Canada. That 


$28,000,000 worth to which Mr. Cooper refers were held principally at different — 


points in the world and the British government had no jurisdiction to vest them. 


Anything that was in Great Britain was vested and has been transferred to 4 


Canada. : 
Mr. Prcarp: All those that were under British jurisdiction have been 
repatriated? 
Mr. VaucHan: Yes. 
The Cuatrman: Are there any questions about pages 20 or 21—investments 
in affiliated companies? 


PROPERTY INVESTMENT ACCOUNT 


EXPENDITURES YEAR 1944 


Road: ; 
New Lines Constructed... 02... cesses eee ces ee renee se eeene $ 1,638,133 36 
Line Diversions cso sa> <ancg sic a lise ee wares oes oom erage Snies weelpeen 20,177 68 
Montreal Terminal Development...........+-+-- er eee g. eee 25,371 85 
Rails and Fastenings.........0csce seer eer ees ener sesteees 519,762 70: 
Tie Plates and Rail Anchors........-.-- se ese cece eee ceees 921,767 88 
Pallas cre ee ee a ie ta ees 0 agar io Corea Op hear ee 203,505 63 
Ditching, Drainage and SewerS.....-...sseseeeeeceeeeeres 56,088 11 
Large Freight Terminals..........ssseeeeee cere ese eeeee 161,863 50 
Large Passenger Terminals..........sseeeeeeeeeceeteccees 65,517 75 
Vard. Tracks and “Sid ings) os sciatic ease le oor tok 9p muacrg so Rae 3183752 11 
Roadway Machines .........cceceees cece test re eres ceeces 376,437 09 
Bridges, Trestles and Culverts.........eseeee eee teceeeeees 329,606 60: 
Stations and Station Facilities. ......... ee cece eee erence 505,939 14 
Shops, Enginehouses and Machinery........-+++-+seeeeees 319,553 59: 
Water Supplies oi uia a ce claws « Va» sila heehee Namal Fe earl ee 132,771 49 
Minel Stati coats ceo ae eae emia 2a sae eer eae ces Rte Levan ate eee ho ce 49,474 40 
Docks and -Wharves cscs dala. Glass so Whslanwiela cee) «> alee teres ems 169,298 74 
Crain Hlevatorel. os Sur ea ecaccwlee la en Ost o ba a eee 417,667 38 
Signals and Interlockers........--seeeeereeeesceeseceetes 129,883 03 
Telegraphs—Railway .......cscsse eee e teen eee tee eeneees 111,081 10 
Telegraphs—Commercial ........esees eee eee cree eer eeees 568,515 69 
Assessments for Public Improvements. .........+seeeeeeees 35,673 03: 
[eri eee ea ra tear Pesala rhs a acts aan alleles ile fone SebeMsif tale) « Raliez Sa E)(> 513,610 95 
General Additions and Betterments.........++eseeeeeeees 299,384 56 
ore ie ee CeO 86, 0ce aaa 
Equipment: : 
Equipment Purchased or Built..........eeeeeeeeee eee eees $32,359,097 88 
Equipment Retirements ..........- eee cece erence cee e ete 1,131,649 53 
General Betterments to Equipment..........s.eeeeeeeeees 81,921 68 
Equipment Conversions ........se eee e erent eee teen enenes 142,640 60 
Express and Miscellaneous Equipment.......... eR Aes late w 99,505 06 
315102539 a 
Foteels cen ee a era a aat ctlene a cea ae velgrinn a ho sat seca alg Fes pop a cee 14,746472 ae 
Separately Operated Properties. ......seseee cece eee e ees eeeees 713,249 75 =m 
facesoumeies 
Net Additions and Betterments during 1944.......... $36,063,077 88 a 
4 
Ledger Balance Ist January, 1944..........e seer e eee e nner ener e ences s $1,991,618,275 87 
Net Additions and Betterments during the year.......... $36,063,077 88 
Retirement of Seattle Dock Property...........eeeeeeeees 626,871 75 


ed 
oOo 


: 35,436,206 13 
Ledger Balance at 3lst December, 1944.........-..- ag rs Met ga eh 8 $2,027,054,482 00: % 
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FUNDED DEBT—PRINCIPAL AND INTEREST 


Issuing 
NAME OF SECURITY omnes 
GUARANTEED BY DOMINION OF CANADA: 
5% Perpetual Debenture Stock..,..... GETTER ak 
5% G.W. Perp. Debtr. Stock and Bonds|/G.T.R...... 
4% Let retnal Debenture Stock.. GoEER ro 
4% Nor. Rly. Perpetual Debtr. Stock..|G.T.R..... 
3% 1st Mortgage Bonds................ Ay PS Nae 
Sp SLerling BOndss ues) bee Cee aie 
3% 1st Mortgage Debenture Stock..... Can. Nor 
34% 1st Mortgage Debenture Stock..../Can. Nor 
63% Sinking Fund Debenture Bonds.../Can. Nor 
33% 1st Mortgage Debenture Stock..../C.N.A... 
33% ist Mortgage Debenture Stock..../C.N.O... 
5% 30 Year Guaranteee Bonds......... Can. Nat 
447, 30 Year Guaranteed Gold Bonds..|Can. Nat 
5% 40 Year Guaranteed Gold Bonds.../Can. Nat 
5% 40 Year Guaranteed Gold Bonds.../Can. Nat 
43% 25 Year Guaranteed Gold Bonds. ./Can. Nat 
42% 25 Year Guaranteed Gold Bonds..|Can. Nat 
43% 20 Year Guaranteed Gold Bonds../Can. Nat 


Date 
of 
Maturity 


Perpetual....... 
Perpetual....... 
Perpetual....... 
FANeeowke 
Veni 1 
10, 
20, 


Dominion OL CAanadasae waset rl is, sere areca ease ods See) eee eee 


1912 


June 1, 


PTOVINClAls CO VELTIMeN Lage cee | jl oarhtesnt aroeeie ss oiae saree Sea eee | oe ae eG 


ool quipment. Lrustrlssues:wt| ee. sec elses tapes a Gores soos fidiare wo Galerie aes 


3% 16 Year Guaranteed Bonds......... Can. Nat 
3% 17 Year Guaranteed Bonds......... Can. Nat 
3% 15 Year Guaranteed Bonds......... Can. Nat 
3% 13 Year Guaranteed Bonds......... Can, Nat 
21% 7 Year Guaranteed Bondsa........ Can. Nat 
3% 20 Year Guaranteed Bonds......... Can. Nat 
Total Issues Guaranteeed by 
GUARANTEED BY PROVINCE or New 
BRUNSWICK: 
4% 1st Mortgage Debenture Stock..... St.J.&Q 
GUARANTEED BY PROVINCE oF BRITISH 
CoLuMBIA: 
4% 1st Mortgage Debenture Stock..... CaN EP eee 
43% Terminal Debenture Stock........ CAN Peas. 
Total Issues Guaranteed by 
EQuimrMeNntT TRust? IssuEs: 
44% Series 1b BAR SE dU rae a eg ret rede Can. Nat 
23% Oia chic hia tee, a eR Can. Nat 
22% oh ad SO ree ee aes Ae eee bk Can. Nat 
23% ESL citer rues aero eres Can. Nat 
24% goat Cra Lg VV setae ext eaters sieves G.T.W.. 
OrHER Issuzs: 
4% Canada Atlantic ist Mtge. Bonds.../G.T.R 
4% 1st Mortgage Bonds................ Pem. Sou 
4% 2nd Mtge. Bonds, Prairie ‘‘A’’..-...}G.T.P...... 
4% 2nd Mtge. Bonds, Mountain “B”...|G.T.P...... 
4% ist Mtge. Bonds, ‘‘Lake Superior’’..|G.T.P...... 
4% Perpetual Cons. Debenture Stock...|Can. Nor 


4% Perpetual Cons. Debenture Stock.../C. 
4% Perpetual Cons. Debenture Stock... /C. 
4% 1st Mtge. Perp. Debenture Stock.../Q. 
4%, Ist Mortgage Bonds..2.45.0:05.23.: G. 


44% 1st Mortgage Series ‘‘A’’ Bonds....|G. 

4% Indebtedness of 8.8. & C. Co.......]C.V.R...... 
4% 1st Mortgage Gold Bonds.......... M.&P.L.. 
5%, Indebtedness to Province of N.B...|Can. Nat.. 


thea tara) 


35,000, 000.00 


1, 162,583.40 


$ 2,702, 154.87/$ 


$ 16,887,000.00/$ 


Principal 
Outstanding 
at Dec. 31, 1944 


$ =61,502,719.60/$ 
967,053 .33 
6, 183,620.73 
27,457.73 
26,465, 130.00 
7,999,074 .00 
1,169, 460.00 
5, 641,326.15 
23,754, 000.00 
551,505.27 
3,735,478. 14 
50, 000,000.00 
64,136, 000.00 
57,728,500, 00 
17,338, 000.00 
48,496 000.00 
67, 368,000.00 
48 , 022,000.00 
20, 500,000.00 
25, 000,000.00 
20,000, 000.00 
30, 000,000.00 
15,000, 000.00 


$ 622,657.40/$ 


916,914.07 


$ 1,050, 000.00/$ 
4, 290,000.00 
4,600, 000.00 
3, 250,000.00 
3, 697,000.00 


9,953, 280.00 
150, 000.00 
3,575, 016.00 
3,155,598. 00 
2,152,494 .00 
4,134,082 .47 
896,912.06 
466,518.66 
314,299.07 
6, 527,336.00 
400,000.00 
155, 865.25 
200,000.00 
1, 198,022.60 


AnLETest-ON NeCuritles, FetITeG: Lie LO44 ae veil Sere eer eer kale shades etuncd acta sal cet aretcy ile Mt ae Cie ert aereiat one Smee 


4 ek es RC@ AA ei es yall Re Coo eee oa rl free ee Ea al I eh eae Love ens Be ae as cee ae, 


Total Debt held by Public (including 
therein $7,773,302.79 par value held in 
Special Funds and Accounts) as per 
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Interest 


Accrued 


1944 


74,645.75 
49,535.13 
256,905.31 
1,525.02 
793,953.90 
319,962.96 
35,219.09 
197,215.70 


1,544,010.00 


19,302.68 
139, 562.84 


2,500, 000.00 
2,886, 120.00 
2, 886,425.00 


866,900.00 


2,303, 811.92 
3, 031,560.00 
2,160,990.00 


615,000.00 
750,000.00 
600,000.00 
900,000.00 
337,500.00 


1,050, 000.00 


$ 576,585,326.95/$ 24,320, 145.30 


25,899.33 


63,193. 
52,406. 


08 
36 


114,498. 


66,937. 
128,104. 
136,239. 

89,375. 
101,925. 


522,581. 


398,394. 


1,832, Bitar’ 


3,178,713 .04 


$ 629,453,905.93/$ 28,135,938.36 


These obligations are stated in Canadian currency, Sterling and United States currencies being converted at the par of 


exchange. 


This schedule does not include securities in the Railway treasury or those held by The Canadian National Railways Secur- 
ities Trust, or by the Dominion Government as collateral. 
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DOMINION OF CANADA—LOANS 
(Treated as Assets in Public Accounts of Canada) 
Principal Interest 
Outstanding Accrued 
at Dec. 31, 1944 1944 
34% Advances, Refunding Act, 1938.............--. $ 37,951,676 26 $ 1,878,130 93 
2% Advances, Refunding Act, 1938............... 24,689,392 53 493,787 86 
24% Advances, Refunding Act, 1938............... 52,200,636 92 978,390 70 
949 Advances, Refunding Act, 1944 (US. Funds).. 56,684,000 00: 718,256 16 
31% Advances for Repatriation of G.T.R. Debenture 

Prete SO are Bhd Sek es Pan eset et MEP ee BORE 107,943,691 28 3,765,291 34 
34% Advances for Repatriation of other Railway 

SVE CATAL LORS ee ook eae eke ale SGU Toto ies can ae ee rele eles 282) 633,183 31 9,871,233 15 
3% Purchase of Railway Equipment, 19386 (Re- 

payable 1938-1950) ois eee cists late seers alate jes Ines 3,103,088 52 97,616 43 

4% Purchase of Railway Equipment, 1940 (Re- 

payable M1041 1005) oe eel Wo Mister ees ee 10,911,651 50 392,180 80 
34% Purchase of Railway Equipment, 1941 (Re- 

payable (1943-1957) Man oa aie reer nee piece eee 17,974,245 82 676,695 31 
289% Furchase of Railway Equipment, 1943 (Re- 

payable 1945-1959) ....... cee eee eee ee ee ee ee ees 23,425,000 17 469,069 92 

Purchase of Railway Equipment, 1944 (Re- 

payable 1945-19590) 2... ec ee eee eee ne eee 13.680,405 62 95,468 44 

34% Temporary Loan for Working Capital......... 13,906,999 71 486,744 98 
Tnterést; on Loans repaid in 1944 as eae a ection elle nate 10,835 55 
$645,103,871 64 $19,933,701 57 
INVESTMENTS IN AFFILIATED COMPANIES 
STOCKS: 
Total Owned by Can. Nat. System 
Company Par Value 
Outstanding Par Value Book Value 
The Belt Railway Company of Chicago... $ 3,120,000 00 $ 240,000 00 $ 240,000 00 
Canadian Government Merchant Marine, 

Liter bedevate eae cite nee ee cece re 800 00 800 00 800 00 
Central Vermant Transportation Com- 

DANY It bch Waves ee lee Peaemne te shay Cae e 200,000 00 50,000 00 20,000 00 
Chicago & Western Indiana Railroad 

Cer aan eis Ge ec oho tery nee tae ter atari heater 5,000,000 00 1,000,000 00 1,000,000 00 
The Detroit & Toledo Shore Line Rail- 

POAC COTMP ANY seis 2 eee aie hearers ane fal 3,000,000 00 1,500,000 00 1,500,000 00 
Detroit Terminal Railroad Company.... 2,000,000 00 1,000,000 00 1,000,000 00 
Northern Alberta Railways Company... 625,000 00 312,500 00 312,500 00 

(representing amount paid up, i.e. 10%) 
The Ontario Car Ferry Company 

C Dot Tteck imate a.saucts ae we eae eta getter 500,000 00 250,000 00 179,007 53 
The: Public Markets, Lamited..... 22. 2.0% 1,150,000 00 575,000 00 575,000 00 
Railway Express Agency, Incorporated 

(NO" DAT EW alte) Sear. ete tue ne pare re 1,000 shares 6 shares 600 00 
The Toronto Terminals Railways Com- 

Dally Se eaishca. 2121 ik saa ORS ea eeee nee re aCe 500,000 00 250,000 ° 00 250,000 00 
The Toledo Terminal Railroad Company 4,000,000 00 387,200 00 387,200 00 
Trans-Canada Air inegey fa... aa es 4,600,000 00 4,600,000 00 4,600,000 00 

(representing amount paid up, i.e. 92%) 
Vancouver Hotel Company Limited.... 150,000 00 75,000 00 75,000 00 
$ 10,140,107 53 
Bonps: 
Northern Alberta Railways Co. lst Mort- 

PAge- PONAG. v tess mee ee ees eee $ 30,730,000 00 $ 15,365,000 00 $ 15,365,000 00 
The Toronto Terminals Railways Co. 

IstuMorteace. Bonds orce, gestocis tea. 25,610,000 00 12,805,000 00 12,805,000 00 

$ 28,170,000 00 

ADVANCES: 
Chicago.& Western Indiana Railroad Company iis. oe iets vee es Ub wes a $ 2,165,525 59 
The Railroad, Credit: Corporation . 5 .2iss itu Geek slondivle ater tol 9 Wietalslervie tele - 84,175 98 
Railway Express Apency;) Incorporated }.si a. os tem cee e cree mines ome Oe 135,855 62 
Vancouver Hotel Company Limited. .2...8....0...<%05- Sys agate aud Whos ogo ATE 14,360 13 
$ 2,399,917 32 


$ 40,710,024 
ee 
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MAJOR CONTINGENT LIABILITIES 
TRANS-CANADA ArR LINEs: 


The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air 
Lines on which total call to 31st December, 1944, has been $4,600,000. 


NORTHERN ALBERTA RAILWAYS CoMPANY: 


The Canadian National Railway Company owns $3.125,000 of the Capital Stock of the 
Railways Company on which total call to date has been 10%. 


THE Derrorr & ToLtepo SHore LIne RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by 


indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Cold Bonds 
due 1953. 


THE TOLEDO TERMINAL RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, in respect of $5,800,000 First Mort- 
gage 45%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several 
and not joint. Grand Trunk Western’s proportion is 99-68%. 

Cuicaco & Western InpIANA RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental 
lease dated Ist July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “eommon” property and the entire amount of bonds issued 


for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds due 1952 
and the amounts outstanding at 3lst December, 1944, are:— 


Issued for “common” PTODEDLY acc Menchtim 6 s\ec eae caved Wa ee $39,973,019 39 
Issued for “exclusive” PEODED ES. «os adios, < aby cnet, ae seh fem Te 202,000786 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 


companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in the 
absence of default of any four other tenant companies. The bonds are First and Refunding 

ortgage 44% Series “Dp” Sinking Fund Bonds due 1962 and the amount outstanding at 
3lst December, 1944, is $18,740,000.00 o 


C.N.R. Penston Puan: 


Reserves have been set up against contracts in force under the 1935 contractual plan, but 
not against pensions conditionally accruing under that plan or prior non-contractual plans, 


Mr. NicHotson: On page 19; is there anything on these perpetual 5 per 
cent bonds, are they being retired or repatriated? 
Mr. Maypanx: What page are you on now? 


Mr. Nicuotson: At the top of page 19, 5 per cent perpetual debenture 
stock, G.T.R., 1875-1883. Is anything being done about reducing the interest 
rate on those? 


Mr. Coopzr: No, sir. That is the remainder of an issue which was 
vested. The amount which is now outstanding is the amount held by other than 
U.K. interests, and short of repudiation we cannot say anything about it. 


The Cuatrman: Is that O.K., Mr. Nicholson? 

Mr. NicHouson: Yes. 

The CuairMan: Can we go to page 21 again? 

Mr. Rew: What about public markets limited? 

Mr. VaucHAN: Public markets? 

Mr. Rew: Yes. 

Mr. VaucHan: That is the Winnipeg stock yards. 

Mr. Maypanxk: That is a fifty-fifty business? 

Mr. VaucHan: Yes, owned jointly with the Canadian Pacific Railway. 

Mr. Rem: What about that $75,000 investment in the Vancouver Hotel 
Company? 

Mr. VaucHAN: That was really for working capital I think in the Van- 
couver Hotel Company. 

Mr. Cooper: Yes. 
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Mr. VaucHan: Each company put up so much as working capital for the a 
operating company. ; 

The CuarrMAN:. Are there any other questions on 21? If not, we will 
go to page 22, Companies Comprising the Canadian National Railway System. — 
Are there any questions on that? 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


CapiITaAL STocKS OWNED BY DoMINION oF CANADA 


Company 
Number 
1 Canadian National Railway Compably:s ce w eens ass odor t pres Mle eras $ 18,000,000 00 
2 The Canadian National Railways Securities Trust.....+.+.+-ee seers 359,080,515 31 
$377,080,515 31 
CaprraL Stocks OWNED BY SYSTEM OR PUBLIC 
Owned by 
Company Name of Issuing Company Company Capital Stock Owned by 
Number Number Issued Public 
3 Atlantic and St. Lawrence Railroad Com- i 
Day Oe Teo ie tare ater sabes 1 $ 6,302,340 00 §$ 146,240 00 
4 The Bay of Quinte Railway Gompany< 5; 24 1,395,000 00 i 
& The Bessemer and Barrys Bay Rail- 
Way COMPANY «1+. . eo vee eea es eres 24 125,000 00 
6 *Brooksay Realty Company ..--+-++:++++': 30 2,000 00 mt 
7 *Canada Atlantic Transit Company.....- apo e: 219,000 00 * 
8 *Canada Atlantic Transit Company of U.S. 38 250,000 00 
9 The Canadian Express Company i... 1 1,768,800 00 
10 Canadian National Electric Railways.... 24 1,750,000 00 
hl Canadian National Express Company.... 25 1,000,000 00 
iby Canadian National Land Settlement Asso- 
Bi atlOT ee bce ee eet Suen ts LA as a eee 
13 *Canadian National Railways (France).. 1 2,007,400 00 
14. *Canadian Nationa! Realties, Limited... 24 40,000: 00 
An, Canadian National Rolling Stock Limited i 50,000 00 
16 *Canadian National Steamship Company, 
Drea Pern an Mie ecu mtn ne ki tigadh ies 47 15,000 00 
17 Canadian National Telegraph Company. . 24 500,000 00 
18 *Canadian National Transportation, 
Limited. jel hee «seine same weer ee rier 1 500 00 
19 The Canadian Northern Alberta Railway — 
Company as A ech se ep ae cree ee es 24 3,000,000 00 
20 Canadian Northern Manitoba Railway 
COmpany nc sae er hee enh ees 24 250,000 00 
21 The Canadian Northern Ontario Railway 
Clam panyatai cease eae to eae es 24 10,000,000. 00 


22 Canadian Northern Pacific Railway Com- 


DALYsS vet ose ue als es Leen Prete haa: 24 25,000,000 00 
23 The Canadian Northern Quebec Railway oe, 
Compalry 2.0 wens eee et ees 24 9,550,000 00 3,849,200 00 
24 The Canadian Northern Railway Company 1 18,000,000 00: a 
25 The Canadian Northern Railway Express A 
Company, Limited .....-++s:+42230° 24 1,000,000 00 . 
26 Canadian Northern Steamships, Limited. . 24 2,000,000 00 ; 
27 Canadian Northern System Terminals e 
F(TAmIted) faves «sei she ao) tome nite 24 2,000,000 00: _ 
28 Canadian Northern Western Railway = 
Company sakes koe eRe ee eg 24 2,000,000 00 J 
29 Cannar Oils Limited ....--++-++++eerres 1 - 100 00 a 
30 *The Centmore Corporation ....+-++seeee 32 176,400 00 
oF The Central Ontario Railway ...-...--++- 24 3,331,000 00 
32 Central Vermont Railway, AD Gown oh ake 1 10,000,000 00 
33 Central Vermont Terminal, Inc. ......--. 32 5,000 90 
34  *Central Vermont Transit Corporation.... 30 5,000 00: 
35  *Central Vermont Warehouse, ner, esa nes 30 5,000 00 
36: The Champlain and St. Lawrence Railroad 
Gompany cee ea tos te te teen ns 1 50,000 00 
37. *Consolidated Land Corporation ......-+> 50" 64,000 00: 
38 Continental Realty & Holding Company 14 90,000. 00 
39 *The Dalhousie Navigation Company, Limi- 
STs Catal ee REE opty (oes TTL ee 24 50,000 00: 
40  *Duluth and Virginia Realty Company. ax 38 45,000. 00: 


41 Duluth, Rainy Lake & Winnipeg Railway 
Company sidks hott ee weer a st eee res 43 2,000,000 00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


CapiTraL Stocks Ownep By System or PusLic—(Con.) 


Company Name of Issuing Company 
Number 

42 Duluth, Winnipeg and Pacific Railroad 
LOOMTO Hi a aoe renee 4 oe he Ohi 
43 Duluth, Winnipeg and Pacific Railway 
: ROR Oty State Vora SON i Ll at 
44 *Grand Trunk-Milwaukee Car Ferry Com- 
DAME sete tee, eee oes ou ene 
45 The Grand Trunk Pacific Branch Lines 
CLOT SORRY Coke Gomis uae Onan eetem aged eae 
46 *The Grand Trunk Pacific Development 
IPRS My yr WIM bed soon oy ce A 
47 The Grand Trunk Pacific Railway Com- 
a Wateotrs eee Ae ote ot yl a, 
48 The Grand Trunk Pacific Saskatchewan 
Ratiwaye COmpany toe wa. Se eae 
49 *Grand Trunk Pacific Terminal Elevator 
empany <1 Limited ) gee. oie ek 
50 Grand Trunk Western Railroad Company 
eto nian joer int eich aoa Street 5 
50 Grand Trunk Western Railroad Company 
Giehes OPren yey cca et, he ee ama 
51 The Great North Western Telegraph Com- 
pany of Canada (including $331,500 
Helis snivescrow) reheat aay 
o2 The Halifax and South Western Railway 
TECY STW ER Gels RR edie Br is aE Rear pa O NST ei, deo 
53 *Industrial Land Company .............. 
54 International Bridge Company ......... 
55 he James Bay and Eastern Railway 


Vi SOO) @) 6)'O SL Re 6.6 Oe ele ie ete web) ecien a 


Company 


cree eee eo eee ee eese 


Carried Forward 


69 
Owned by 
Company Capital Stock Owned by 
Number Issued Public 
43 100,000. 00 
24 3,100,000. 00 
50 200,000 00 
47 200,000 00 
47 3,000,000 00 % 
- 24,940,200 00 
47 20,000 00 
47 501,000 00 
1 20,000,000 00: 
1 25,000,000 00 
17 373,625 00. 6,925 00 
24 1,000,000 00 
50. 1,000 00 
1 1,500,000: 00: 
24: 125,000 00 


$184,107,365 00 $ 4,002,365 00 


Mr. Murcu: Is there any change in it? 
The CHairMaAn: Pages 22 and 23 are just the same. 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—(Con.) 


CAPITAL Stocks OWNED BY SYSTEM OR PusBLic—(Con.) 


Company Name of Issuing Company 
Number 

Brought. Borwatd se oper eee 
56 The Lake Superior Terminals Company 
LIMITER ee te ee ee ke 
57 The Maganetawan River Railway Com- 
DAD Your ole Birate dike uw ke ye pe ee oe 
58 Manitoba Northern Railway Company... 
59 The Marmora Railway and Mining Com- 
PANY oe teed ere ate Po nh ape 
60 The Minnesota and Manitoba Railroad 
Companyr ne oie Feet Peas aims & 
61 The Minnesota and Ontario Bridge Com- 
QNVOZS obi aor he Cee ee 
62 Montreal and Province Line Railway 
GIP ACY ocean eck coe ae 
63 *Montreal and Southern Counties Railway 
OMDABY Sew cha cee Vee eae ee dha 
64 The Montreal and Vermont Junction 
Railway -Gompanys wee. oe ee ae 
65 *Montreal Fruit & Produce Terminal Com- 
pany Lamited je oc ee een es 
66 *The Montreal Stock Yards Company.... 
67 *The Montreal Warehousing Company.... 
68 Mount Royal Tunnel and Terminal Com- 
pany, Limited 37 20... 207 Ry in’ tee tecetoe 
69 Muskegon Railway and Navigation Com- 
Bosco te eearh Mies As PRU NS Rr aN oO io 
70 *National Terminals of Canada, Limited.. 
vA National Transcontinental Railway Branch 


Lines Company 


ee 


Owned by ‘ 
Company Capital Stock Owned by 
Number Issued Public 
$184,107,365 00 $ 4,002,365 00 
24 500,000 00 4,002,365 00 
1 30,000 00 
1 ' 500,000 00 
24 128,600 00 
24 400,000 00 
24 100,000 00 
30 1,000,000 00 
1 500,000 00 165,600 00 
32 197,300 00 
1 500 00 
1 350.000 00 
] 236,000 00 12,240 00 
24 5,000,000 00 
50 161,293 00 
1 2,500 00 
1 500 00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM— (Con.) 4 


% 


CaprraL StTocKS OWNED BY SYSTEM OR PusLio— (Con.) 


ot 


Owned by “a 
Company Name of Issuing Company Company Capital Stock Owned by © 
Number Number Issued Public 
72 *The Niagara, St. Catharines and Toronto 
Railway Company......-.-seseeeees 24 925,000 00 
73 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited)..... 72 100,000 00 3 
74 *The Oshawa Railway Company......- eae 1 40,000 00 
oO The Ottawa Terminals Railway Company 1 250,000 00 
76 The Pembroke Southern Railway Com- 
DADS Ne ethale eich sta inpey ys wel simengerchatade 1 107,800 00 
77 *Prince George, Limited.......---++++++ 1 10,000 00 
78. *Prince Rupert, Limited.......-.+-++++-: ii 10,000 00 


79 The Quebec and Lake St. John Railway 
Company? islewien ape eie MeMi ale tem aes ocela 24 4,508,300 00 489,160 00 
80 The Qu’Appelle, Long Lake and Saskat- ; 
chewan Railroad and Steamboat Com- 


PADY Pah hice lcsee war see loka a, ae ares eras 24 201,000 00 
81 *Rail & River Coal Company........-+-- 1 2,000,000 00 
82 St. Boniface Western Land Company.... 24 250,000 00 
83 The St. Charles and Huron River, Rail- ; 
way Company.......+-s.-seeee- mats 24 1,000 00 
84 St. Clair Tunnel Company........-+-+:- 1 700,000 00 
85 The Stanstead, Shefford and Chambly - 
Railroad Company sie. .w 6 eae ee ce ater 30 608,333 33 
86 *The Thousand Islands Railway Company i 60,000 00 
87 +Trans-Canada Air Lines.........-+-.--: “4 4,600,000 00 
88 The United States and Canada Rail 
Road. GOmpally var: circle seis wis oor tneyee 1 219,400 00 475 00 8 
89 Vermont and Province Line Railroad ; 
Company {oi eons. cas Hes ee ee 1 200,000 00 
90 The Winnipeg Land Company Limited.. 24 100,000 00 


$208,104,891 33 $ 4,669,840 00 


ll 


*The Income Accounts of Companies indicated (*) are included in the System Income 7 
Account as “Separately Operated Properties”. 1 
+Treated as an Affiliated Company. 


The CHaiRMAN: Page 24, Railway Equipment; 


RAILWAY EQUIPMENT 


Additions Retirements Conversions fe 
December During During During Year December — 
¥ 31, 1943 Year Year Added Retired 31,1944 
LOCOMOTIVES: o 
Passenger—Freight ......- 2,075 27 11 92 1,999 
Switching 2408.4 Gee tees 434 1 re 92 5258 
Wlectrre Shy vee eer ape teiaens ete 24 243 
Oil; Blectricweisns eacceom <6 iH ey Tp 10 Siam 
oe See) Oe ee 
Tota Les Scorer ts wok 2,560 37 12 92 92 2,585 © 
ne 
FREIGHT EQUIPMENT: 4 
Box Caracas see ear en 64,514 4,962 137 4 177 69,166 
Rint VGare sxc heer aes 5,247 200 26 6 5,415 
StockUCaretse tsar: ee 3,067 13 3,054 © 
GoalaCargs Aovecesees = some 14,739 1,050 75 15,714 | 
Tank Cars ies ken cate eae 147 1478 
Refrigerator Cars ........ 3,173 54 15 3,21 2a 
Caboose <Carso.c. sie eaees 1,682 12 ~ 1,670 
Other Cars in Freight Ser- e 
Vide Gives tose Mie 10 “0m 
i 
Mota lea iis Wistatcts anaes 92,579 6,266 278 4 183 98,388 
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Additions Retirements Conversions 
Lees. pe During During Year December 
Svinte ’ ear Year Added Retired 31, 1944 
POAC BOATAS: eivicats, ccebone or os 3 1,210 
Combination Cars ........ 273 i ; ats 
iMiooe Garand. steerer tl 93 1 D. 96 
Colomisn, Care. ise. sek 191 1 190 
marion OAraet ss. ok ost. ok 58 i 47 
CES pal OCW Wf Nes ell ane ie ea 28 28 
Sieepings Oars! 6-6. oF ook 302 _ 302 
MODTISG CATs... Poesy «<at> 47 1 46 
Baggage and Express Cars. 1,058 t 3 3 1,051 
Hoskat Oarsicc. surat)... 49 "49 
RUT IE MORU GME ss nth ss ss» 44 1 43 
Other Cars in Passenger 
ELV ICE gree tisiica Bin io ou 56 11 67 
Otalea eo Bee bok oe ek 3,409 i 15 16 18 3,393 
WorkK EQUIPMENT: 
Business Cars) 020. 5... .0.0°, 61 61 
Other Cars in Work Ser- 
Is emit ened Svc ria Gd eek ease to's Teale 4] 141 181 7,353 
Rah eT BOE SN al eo GaP aes figs os] 4] 141 181 7,414 
FLOATING EQUIPMENT: 
Care WerbiGd is ey Kale a s.«'doss 9 9 
Lee Ss BS AAO SU Ne a re Sere 5 5 
PEACE ca ois as ite 9, See ace wes 4 4 
UV CRIME IEE ore Sado Sire Oko 8 « 4 1 3 
Statistics of Rail-Line Operations, page 25. 
STATISTICS OF RAIL-LINE OPERATIONS 
1944 1943 
TRAIN MILEs: 
Eee eer VICOm enemy, Farle. oe Se wie obi tke e's CeO La 45,206,361 44,871,187 
Pres METI ORV ACER Iie Eerie coh Owed saca ed dM eels hoe ee 24,216,998 23,819,952 
ROU dee ies Ue tach bals Pate lage eis tis ey ae 69,423,359 68,691,139 
SEE CEN ECORI tare Tent te) ones ch artis gk tw heels ws Pe ne eae 1,552,221 1,865,186 
PO ele ends Uae ete MA Rey, GN OUI ose dre Shuletadate dat ote aig. 70,975,580 70,556,325 
LocoMoTIvE MILEs: 
MATE RL DTV ACO sare Soar Piatt eels Sk ad Soahet bve kM de wal Ahk ee 48 ,153,3.1'7 48,389,729 
Rise SG TEL VY UCOM. rte comin Siete leis |) tinge See 0 biahe bln. So ete masse Hs 24 034,555: 23,734,555 
prrali w ibeli ys eaa an ose. soko h teks Sala tls scare 6 Ope 3,636,807 3,622,691 
LASS CUMCT alae) oie. c hs ibcis (ons Wiel peer dat eae 101,881 109,124 
Wardeowitehing aN reroht- i) sees elec cee bd cas ble bee es 15,196,852 15,708,505 
SE SORE TVE OM Ee Rae Wovan ela ehs pio eens ae ee 1,432,847 1,401,288 
TN GNGEI on BS coe ey inch Fo St OS a oe eg a ea ko 92,556,259 92,965,892 
DCR NCI ICE RT aN cb h Rare BREN s Mon bake ae wae wa tees 2,123,840 2,231,166 
SD eee Mee Mien het) Sat). Sim's <ciua's athe Ve oes bak ee eee 94,680,099 95,287,058 


CAR MILES—FREIGHT SERVICE: 


Pere LeT en elit MCs) he nts saci .cl e a ikbeme wa Me ts ye we 1,202,077, 015 1,191,596,101 
Benny aE Pele real Sars Wi atys| Suisse, lates, Vos A pe apacere hears & 555,756,559 515,077,717 
Passenger Coach and Combination Cars ..:.#..........+. 7,703,467 4,873,984 
Sleeping, Parlor and Observation Cars ................. 525,769 648,991 
Da AY SP eee Wea ttle Cilics a's t wip sek ee the es BI le ke 44 5715 67,471 
TA Tana ee erent ye UE a ao Pe oe era oS Mao ew iclete 7,604,153 8,384,319 
CW TOG 0 Teen gene a Osa ae Oe RA Sc ea 44,138,113 43,896,849 

ATG ei a2 AND eS RON ce ACER eae aap ree a AE De 1,817,950,351 1,767 ,54.5,432 
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Car MILEs—PASSENGER SERVICE: ae 
Tiéadadolreight’ OAls G.q.es cas eae ie Cen arn eaar en 216,373 380,209 
Empty Freight Cars ....- A ora Acasa enema eg 112,685 186,130 
Passenger Coach and Combination Cars... ..-.-e 04s ees 89,431,191 87,575,672 i 
Sleeping Parlor and Observation Cars... ..+..e eee e ee eeee 58,703,137 55,837,559 — 
Dining Cara's skeeteo te eens Meee shoes ei eee crn te 11,200,033 10,536,990 
Other Cars ..... Se mies eee tl ae eat apaited's palit eta y Bastin eee ae 65,925,827: 61,866,682 ; 
Motor. cUnit Cand se tyes erate res oS Borie = ees ae 1,042,610 1,035,229 772m 
Caboose oo mscih ne $e nese pie eae biter miemeeagiiaes Oo Unto d 1,350,367 1,477,859 . 
Total eee WE tt ations ok anew pees can Ret 227,982,223 218,896,326 
; 
Car-Miles—Totab Sete wincnce 05 ace vnie Nier ener ome ate ot 9,045,932,574  —-1,986,441,758 
Wrootk- Service 4 ccs e hie rececntped ores age en . 3,045,122 3,279,290 : 
eben he ag, ee) ees ara 2,048,977,696 1,989,721,048 
AVERAGE MILEAGE OF ROAD OPERATED ....---++sesseccsteerces 23,496,03 23,494.31. =. ‘3 
FREIGHT TRAFFIC: eps ce 
Tons carried—Revenue freight ......-ss+++sseeeere rests 80,851,179 80,426,781 | 
Tons carried one mile—Revenue Pere ht tacts cadets 36,015,898,732 36,326,090,666 — 
Freight revenue ....... Pee seAibeare Caitaree SGP eh conn el eer in $321,588,7.28 $324,899,724 
Revenue per: hoo a. <sare seen oe eee oe et cae ee $3°97754 $4:03970. — 
Reveniie per ton mile yak: ieee aks eo aes sie Rit cg Na eees $0- 00893 $0-00894 
Miles per revenue G00 05) + ces - ae sp rie et hee ea 445-46 — 451-68 
Ton-miles—Revenue freight per mile EO aos cae eee 1,526,753 1,540,070 
Ton-miles—All freight per mile of road ......---++++++: 1,641,004 1,651,318 
Gross ton-miles of cars, contents and cabooses..-....--- 79,728,903,320 78,902,107,402 
Net ton-miles of freight (Revenue and non-revenue) ..... 38,557 084,137 38,796,570,833 = — 
Train-hours in freight road Service ...-.+++eerre sree estes . 2,894,098 3,005,447) ae 
PASSENGER TRAFFIC: . 
Passengers vearried-(ecvica ve ag Feit Laie re ale Beret a na 35,928,212" 34,500,731 
Passengers carried one Mile ........--++sesseeeerrtces 3,696,546,316 3,618,808,393 
Passenger TeVenue® so...) e ne nate ee ae cme eee as MR te is $69,776,256 $66,891,034 — 
Revenue per passenger ...-.+++seesesse este ects ce testes $1-94210 $1-93883 | 
Miles per revenue passenger «---+-+-.s0ayir tte pe seees es 102-89 104-89 
Revenue per passenger Mile ......... esses eee e cette $0-01888 $0-01848 
Passenger-miles per mile of road .......ss+sseeeeerees 157,326 154,020 
Net RAILWAY OPERATING INCOME: . i 
Gross operating per mile of road ......2s+eereraereece: $18,775 41 $18,754 167 ae 
Gross Railway operating charges per mile of road ...... $15,893 02 $15,279 53 
Net railway operating income per mile of road ...... $2,882 39 $3,474 63_ 


OPERATED MILEAGE, 3lst DECEMBER, 1944 


OPERATED ROAD MILEAGE 


Territory Owned Leased Trackage Total 

Atlantic Region .......+---++sss0 2,986.76 6.41 82.95 3,076. 4250 
Central Region ........++.+++e+00- 122 43123..96 353313 27.85 7,504.94 9 
Western RegiGn a16e-. ) a tie a oe ee 11,091.16 378.22 64.07 11,533.45 ; 
Grand Trunk Western Lines...... 956 .26 9.50 59.75 1,025.51 
Central) Vermont. Lines: . 6.1.64 esas 237.90 125.18 58°73 421.81 

Total First Main Track........ 22,396.04 872.44 293 .35 23,561.83 a | 
Vines in’ Canada oi y) stay yae sent 20,986.43 565.43 170.48 21,722.36. 
Tines im United: States... ec re on 1,409.59 307.01 122.87 1,839.47. ee 

OPERATED MILEAGE ALL TRACKS” oe ae 

Pirat Mla cT rack ahi tele aces 22,396.04 872.44 293.35 ~ 93,501. 83> 
Second_Main dive cl earn alt. ryteeretet rcorih ot 1218255 13270 85.42 1,317 Gia 
Third Main Track, see ied serine 26.66 -- 3.49 ‘30 Jb 
Fourth and Other Main Tracks.... 10.81 — 5.09 15.90 | 
Spurs, Sidings and Yard Tracks... 5,774.45 308.11 1,112.75 7,195 318 

Total: All@tracks eae ak 29,426.51 1,194.25 ‘1,500.10 32,120.86 
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EMPLOYEES AND THEIR COMPENSATION 


* Average Number % Ine. over Previous Year 
of Employees *Total Payroll Employees Payroll 

RO 3 ORE pees fe re rene Sheth tia et sre 78,129 $122,354,101 
LOA setae cacti ts hadeituptotet cise 82,831 132,584,063 6.02 8.36 
RY i ee HS Meas See ees s 39,536 153,654,368 8.09 15.89 
OA cerns TiibARcWRy er adaciols 23 xe! 3 94,592 177,042,773 5.695 HH e22 
Feet Cee eee etuek nl tee cae Na 101,126 195,555,045 6.91 10.46 
A ee eros eet crs eb acts ete! ais te 102,764 222,649,839 LEGZ 13.86 


*Tncludes railway, express and telegraph employees. Excludes hotel and subsidiary com- 
pany employees. 


DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES 


Operating revenues were Operating revenues were 
disbursed disbursed 
. 1944-% 1943 -% 1944-% 1943 - % 
PEOOUE Tenn a ee as hale Pose a 46.78 41.16 56.93 55.89 
Bea cly tetir Pk el a ai en bro saitsa ig) toy 87s 9.82 9.02 11.95 42:25 
Other Hxpenseés =sa<. 1s a eens 25 .58 23.46 31.12 31.86 
Total Operating Expenses. . 82.18 73.64 100. 100. 
Available for Taxes and Other 
PACCOUM LS se alia So ettiery gener mie es 17.82 26.36 
Ae aA Loe Sera enor irene elem Phere 100. 100. 100. 100. 
Maintenance of Way Accounts. . 17.34 ifmto oO SG 20.74 
Maintenance of Equipment Accs 18.19 16.42 22.13 22.3 
naihie A GeOULts hw sieele Hos 1237 1:28 1.67 1.74 
Transportation Accounts....... 40.32 36.19 49.07 49.15 
Miscellaneous Accounts......... 1.34 Ke 22 1.63 1.66 
General Accounts .0..... 02065: 3.62 eas) 4.40 4.4] 
2.18 73.64 100 100 


Total Operating Expenses. . 82. 


Mr. Harris (Grey-Bruce): About page 24, in Mr. Vaughan’s report he 
spoke about furnishing some locomotives for the Northern Alberta Railway. 

Mr. VaucHan: No, that is what we call the northern type of locomotive; 
as applied to a particular wheel arrangement of the locomotive. 

Mr. Harris (Grey-Bruce): I did not understand it that way. I understood 
that you were breaking down the purchases of locomotives and the uses to 
which they had been put and that you said some had been purchased for the 
Northern Alberta Railway. 

Mr. Vaucuan: No, sir; we did not purchase any for them. 

Mr. Rem: You have actually fewer locomotives than in 1943? 

Mr. VAUGHAN: Yes. 

Mr. Rew: I notice that your freight locomotives in 1948 totalled 2,075 
and in 1944 the figure is 1,999. 

Mr. Wauron: But you will notice that the total is a little greater, it was 
2,560 in 1943 and for 1944 it is 2,585. 

Mr. Murcu: Did you send any locomotives to Australia in 1944? 

Mr. Watton: No. 

Mr. VaucuHan: We have locomotives becoming obsolete and worn out from 
time to time which are retired. 

The CHairmMAnN: Any more questions as to that page? 


Mr. Nicuouson: In connection with the item of postal cars, have you any 
information as to the number the Canadian Pacific Railway have, and what 
volume of trans-continental mail you are handling; do you know how this 
number of postal cars compares with the Canadian Pacific? 


Mr. VaucHAN: I could not say offhand. 


74 STANDING COMMITTEE 


The CuairMAN: Then, on page 26, Operated Mileage, Employees, and 
Disbursement of Total Operating Revenues and Expenses, 

Mr. Nicuotson: In connection with regions, have you any information as 
to which regions are most profitable to your company ? 

Mr. VaucHan: Our central region is the largest earner both in gross and 
net. In recent years the western region has come second. 

Mr. Nicuotson: Have you 2 breakdown showing that? 

The CHatrman: We have these figures. 1 think you can furnish them, 
Mr. Cooper. 

Mr. Cooper: Yes, we have them. 

Mr. Prcarp: When we have the figures like that, can we have a breakdown 
showing, for instance, Montreal to Halifax, Montreal to Toronto? 

Mr. Vaueuan: We would not have this broken down to that extent. We 
have the earnings and expense breakdown by regions, but not by districts or 
divisions. 

Mr. Prcarp: Not according to the lines as they were formerly, before they 
were incorporated into the C.N.R.? 

Mr. Vaucuan: No, sir; we do not keep that now. 

Mr. Nicuoison: Could we have a breakdown according to regions, for 
the record? 


Mr. Coopsr: I think it would be more convenient if we could put that in 
to-morrow. 


The CHairman: Is that satisfactory, gentlemen? 
Some Hon. Mempers: Yes. 
The CHatrman: Then all we have left is page 26, Operated Mileage, 


Employees and their Compensation, Disbursement of Total Operating Revenues 
and Expenses—are there any questions there, gentlemen? 

Mr. Maypank: You hardly need to read any of it, it 1s a purely narrative 
section there at the end. 


The Cuatrman: | do not think so. I think page 26 really ends the balance 
sheet, and if there are no further questions we are ready for a motion to adopt 
the report. 

Mr. Maysanx: I move the adoption of the report. 

Mr. Rew: I have just one little item, it is really a very minor detail. I 
notice here that you show on your map practically all the terminals of the 
road, but you do not put in a little place like Port Mann; I was wondering 
why you did not put in our terminal at New Westminster. 


The Cuatrman: You should make some personal representations there, 
Mr. Reid. 


Mr. Murtcu: And, this is a three color map, pretty expensive to make. 
Mr. VauaHan: We will put Port Mann on the next one. 


The CHAIRMAN: The adoption of the report has been moved by Mr. May- 
bank; is there a seconder? 


Mr. Brauvorn: I will be pleased to second the motion. 

ae CuHairMAN: Seconded by Mr. Beaudoin; what is your pleasure, gentle- 
men { 

Some Hon. Mempers: Carried. 

(Carried) 

The CHammMAN: Now, gentlemen, it is 10 o’clock. Can we adjourn until 
4 o'clock to-morrow afternoon? I know the boys on one side of the House have 
a caucus in the morning. I wonder if that would be agreeable. 


g 


RAILWAYS AND SHIPPING 75 


Mr. Rem: It is private members’ day. 

The CuarMan: Will that be O.K., 4 o’clock? If that is O.K. I would just 
like to mention here before we go that the railway budget is to be brought in 
to-morrow. There is also the Canadian National-West Indies Steamship report, 
the Securities Trust report; and then the report of your auditors, and the estimates 
of the minister. And then, if we can take care of these reports, arrangements 
will have to be made with the T.C.A. people, if it is agreeable to the committee, 
to come next week some time. We should be able to go through the railway 
budget and these others, I think, fairly rapidly and leave the T.C.A. for another 
week. Does that sound reasonable and satisfactory to the committee? 

Some Hon. Members: Agreed. 


The CHatrMAN: If we can sit to-morrow afternoon at 4 o’clock, and then on 
Thursday, I think these reports can be cleaned up, that would leave only 
the T.C.A. for next week. Is that agreeable, gentlemen? 

Some Hon. Mempers: Agreed. 

The CHAIRMAN: Then we will meet at 4 o’clock to-morrow afternoon, gentle- 
men. 


The committee adjourned at 10:10 o’clock p.m. to meet again to-morrow, 
October 24th, at 4 o’clock p.m. 
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MINUTES OF PROCEEDINGS 


Room 429, 
WEDNESDAY, 24 October, 1945. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4 o’clock p-m. Mr. Murray Clark, 
Chairman, presided. 


Members present: Messrs. Chevrier, Clark, Coyle, Beaudoin, Belzile, 
Bourget, Harris (Grey-Bruce), Hazen, Jackman, Maybank, Moore, Mutch, 
Nicholson, Picard, Reid, Shaw. 


In attendance: Mr. R. C. Vaughan, Chairman and President; Mr. N. B. 
Walton, C.B.E., Executive Vice-President; Mr. T. H. Cooper, Comptroller; 
Mr. W. S. Thompson, Director of Public Relations of the Canadian National 
Railways. Mr. C. P. Edwards, O.B.E., Deputy Minister of Transport and 
Mr. F. M. Maclennan, Secretary, The Canadian National Railways Securities 
Trust. 

The Committee considered the Canadian National Railways Budget for 
the year 1945 and on motion of Mr. Beaudoin the said Budget was adopted 
unanimously. 

The Committee then considered the Annual Report of Canadian National 
(West Indies) Steamships, Limited, for the Calendar year 1944; also the 
Budget of this Company for 1945. On motion of Mr. Picard both the Annual 
Report, for 1944 and the Budget for 1945 were adopted unanimously. 


Messrs. Vaughan, Walton and Cooper were questioned. 


At 6.20 o’clock p.m., the Committee adjourned to meet, again at 11 o’clock 
p.m. Thursday, 25th October, 1945. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House oF COMMONS, 
October 24, 1945. 


The Standing Committee on Railways and Shipping met this day at 
4 o’clock pm. The Chairman, Mr. S. M. Clark, presided. 


The CuairMAN: Gentlemen, there is just one thing I would like to mention 
before we start. It is a little difficult sometimes when a couple are talking 
for the reporters to get all of what is said, and I hope we can be just a little 
careful about that to-day. They talked to me last night about it, so if we 
could be just a little careful about that it will give them a little better chance. 

Now, the report was adopted last night, and the next suggested order of 
procedure is the Canadian National Railway budget which has been distributed 
to each one of the members of the committee here. I believe that is the 
procedure generally adopted after a report, and if there are any explanations 
or questions in connection with it, perhaps that is the next order of business, 
if that meets with the approval of the committee. 

Mr. JAckMAN: Mr. Chairman, considerable progress was made yesterday 
evening. Unfortunately I had to be in the House; as you know, the T.C.A. 
bill was up in the House. I cannot help but register a certain amount of 
complaint that it was necessary to hold a sitting of this committee contem- 
poraneously with that of a relative committee in the House of Commons itself. 
It is impossible to be in two places at one time, as you well know. There are 
a number of questions which I had in mind to ask about the report before it 
was adopted. It is immaterial to me whether I ask them now or whether I 
leave them until we come to the adoption of the report of the auditors, when 
they can again be raised. 

Hon. Mr. Curveter: Might I suggest that it be done then. I think if we 
vet on with the budget now you can ask your questions when Mr. Matthews 
is on the stand, unless you have some serious objections. 

Mr. JAcKMAN: Some of these they will not be able to answer. 

The CHarrMan: I think all the officials will be here. 

Mr. JACKMAN: It is immaterial to me as long as eventually I get the 
answers. ; 

Hon. Mr. Cuevrier: I think you will get your answers. 

The CHatrman: If that is O.K., these officials will all be here, and if there 
are any questions which the officers are unable to answer the other officials of 
the road will be at your disposal. Is that satisfactory? 

Mr. JackMAN: Yes; except that I am here now, and I may not be here 
another time. 

The CHAIRMAN: Perhaps we can arrange it so that you can be here. 

Mr. JAcKMAN: All right. 

The CHAIRMAN: Gentlemen, you all have a copy of the Canadian National 
budget for 1945, the present year, which is now pretty well completed. Have 
you any questions on it? 

Mr. JAcKMAN: Let’s go over it item by item. We have not had a chance 
to see what it looks like. 
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The CuHarrman: Would that be O.K.? 

Mr. Hazen: Have you any more copies of it? 

The CHairMAN: Yes, there are plenty. Would it be helpful to have Mr. 
Vaughan or Mr. Cooper or some of these men explain this; just take the 
budget and explain it page by page? Would that be helpful? 

Mr. JAcKMAN: Let them take it item by item. 

The CuHairman: If that is the pleasure of the committee. 

Mr. VaucHan: You might go ahead, Mr. Cooper. 

Mr. Cooper: You wanted a summary of the operating and capital budget; 
the operating budget for 1945 shows that we expect to have cash surplus of 
$25,000,000. 

Mr. Jackman: Might I just ask a question, not relative to the budget 
but in connection with your cash surplus which you turn over to the government; 
that I believe is synonymous with real profit after your bond interest; this 
cash surplus is synonymous to the real profit of the railway after bond interest? 

Mr. VauGcHAN: Yes, it is. 

Mr. JAcKMAN: Does the government give you a reduction or cancellation 
in your debt to the government as a result of the payment of the surpluses? 

Mr. Coorrr: Yes. 

Mr. Jackman: In the way of cancellation of bonds or outstanding debts? 

Mr. Cooprr: In the way of cancellation of debt. 

Mr. Vaucuan: Yes, 


Mr. JAckMAN: What item would that be on the balance sheet? What 
is the amount of the item which is reduced year by year when you do turn in 
the cash surplus? Is it in the liabilities? 


Mr. Cooprr: On the liability side of the balance sheet you will see, under 
Dominion of Canada, loans amounting to $645,103,871.64. 


Mr. Jackman: $645,000,000, is that the item? 


Mr. Coorrr: That is the item. It would be reduced. by the payment by 
the railway to the government of the cash surplus we earn. 


Mr. Jackman: All right. Thank you very much. 
Mr. Cooper: On the second page— 


Mr. Ret: Might I ask, Mr. Chairman, are we to go through it page by 
page? Are we to wait until a page is completed before we ask a question? 

Mr. Cooper: I was not skipping it; I was merely going on to say that 
on the second page are the details making up the $25,000,000. If we are to 
consider this $25,000,000 of operating surplus it seems to me that we should 
turn to page 2 for the time being, and then come back to page 1. The total 
railway operating revenues budgeted for 1945 are $433,000,000, as compared 
to $441,000,000 in 1944. The operating expenses are expected to be $354 ,800,000; 
leaving net operating revenues of $78,200,000; other income charges—net, 
$6,909,000; leaving a net available for interest of $71,291,000. The interest 
charges: interest due the public on long term debt, $26,035,000, interest payable 
to the government $20,256,000—leaving a cash surplus of $25,000,000. 

And now, coming back to page 1 and going on with the capital section of 
the budget, the total capital budget is shown as $33,406,000, that is comprised 
of the four or five items shown—additions and betterments are estimated to 
amount to $15,008,000 (and the details of that item appear on page 3 of this 
pamphlet); the next item, acquisition of securities, amount to $1,015,000 
(details of that item also appear on page 3); retirement of maturing capital 
obligations, etc., amount to $10,777,000 (details of that item are given on 
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page 4). Against these expenditures we estimate we shall have available from 
reserves for depreciation, $18,000,000, leaving for our general capital budget 
a net requirement of $8,800,000. 

In addition to the seneral budget, under our equipment program we 
have budgeted expenditures amounting to $24,606,000, making a total capital 
budget of $33,406,000. In addition to the operating and capital budget we 
then show possible requirement of Trans-Canada air lines, $400,000; which is 
all that remained on the authority granted by the Trans- Canada Act of 1937. 


Mr. JAcKMAN: Where would you get the $35,000,000 Mr. Howe spoke 
about in the House? 


Mr. Cooper: Well, of course, this is our 1945 budget, and we were not 
concerned with legislation which has been introduced subsequently to the 
preparations of the budget. 


Mr. Hazen: Where do you show the shares of Trans-Canada that you hold? 
Mr. Cooprr: On the asset side of the balance sheet in the item, investments 
in affiliated companies, $40,710,024.85. The details of that item are given on 


page 21 of the printed report, and you will see our investment in Trans-Canada 
Air Lines as being $4,600,000. 


Mr. Hazen: Thank you very much. 


Mr. Rem: May I ask Mr. Vaughan some questions? I notice the budget 
in 1944 is estimated at $421,700,000, and the actual revenue was $441,147,000. 


Mr. VAUGHAN: Yes, sir. 


Mr. Rem: And for 1945 you are estimating a revenue of $433,000,000. 
Do you expect you will be able to realize that amount, or do you anticipate 
that there will be a reduction in the actual net revenue positon, as compared 
to what you received in 1944? 


Mr. VauGcHAN: There is a falling off in traffic, but I think we will closely 
approach the figures given here, which will represent a reduction of approxi- 
mately $8,000,000 in the gross earnings below 1944. 


Mr. Rerp: Would you mind explaining the note there at the bottom of 
page 2; “ The 1945 Budget includes $1,937,500 for Contribution to Deficit of 
LC.R. & P.E.I. Provident Fund.”? 


Mr. Cooper: The Intercolonial and Prince Edward Island Provident Fund 
is a superannuation fund which applies to employees of the Canadian government 
railways. It was closed to new members in 1929, and from that date any 
employees of the Canadian National Railways, whether they were on the 
Canadian government railways or not, were admitted to membership in the 
Canadian National pension plan. The Intercolonial and P.E.J. fund is bankrupt, 
very much so; and the railway is required each year to contribute sufficient 
to meet payment of pensions under that plan. We made payments in 1944 
amounting to $1,850,860 and the estimated amount for 1945 is $1,937,500. Since 
the fund became insolvent in 1924, the Canadian National Railways have had 
to provide $20,625,000, to permit payments under that plan to be made to the 
Canadian government employees. 

Mr. Ret: Would that not be irrespective of any payments made by the 
men themselves to the fund? 

Mr. Cooper: The total pension payroll would be in excess of this. This 
would be the amount necessary to implement the amount contributed by the 
members themselves. This is the cost to the railway in 1945, of keeping these 
pensions going. 

Mr. Hazen: You say this scheme closed in 1929? 
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Mr. Cooper: To new employees. After that date new employees coming 
to work on C.N. lines became members of the Canadian National pension fund 
instead of the IL.C.R. & P.E.I. Provident Fund. 


Mr. Hazen: And, can you tell us whether this cost is increasing or 
decreasing? 

Mr. Coorzr: It is increasing and will continue to increase for some years. 

Mr. JAcKMAN: It just struck me, inasmuch as you have been holding on 
to some of your old employees to help out in the emergency, that in the next 
year or toward the end of this year, you may release a good many men who 
are becoming 65 years of age, or who have reached that age within the last 
three or four years. Might you not find your pension system being faced with 
quite a bill in setting up funds for these people; suppose you have 5,000 men 
—that may be a very large item? 

Mr. Cooprr: That figure is excessive, Mr. Jackman. As I remember it 
the number of employees who were retained in the service after the age of 65 
was around 630. At the present time the number of employees in that cate- 
gory is 462. We expect that they will substantially all go on pension before 
the end of this year. It will undoubtedly have quite an impact on the pension 
fund. However, we have foreseen that to some extent; in 1943 I took up 
$750,000 and in 1944 I took up another $500,000, and in 1945 we have been 
putting something away to equalize somewhat the cost in 1945 with what it 
would be under normal retirement conditions. In other words, we expect to 
take care of these retirements in 1945 out of our 1945 operating expenses. 

Mr. Jackman: It will not seriously overload the 1945 or 1946 operating 
expenses? If you had $5,000 to put up for each pensioner with about 630 
eligible it would run about $3,000,000. That is quite a sum. 

Mr. Cooper: As I said, in 1943 the charge for pension contracts issued 
in that year was in the neighbourhood of $2,000,000. I have the figure here 
if you need it. In addition we set aside $750,000. 

Mr. JAckMAN: You have made provision for it? 

Mr. Cooper: Yes. 


Mr. VaucHan: We foresaw this and Mr. Cooper and I went into it some 
time ago and arranged to set aside funds to provide for this very thing you 
are speaking of. 


Mr. JacKMAN: May I just suggest, Mr. Chairman, inasmuch as appar- 


ently it is the recommendation of this committee that parliament acts on when 
it grants the capital expense budget we should, I think, in fairness to ourselves 
as well as in justice to the responsibility which is put upon us look into the 


various classifications where the money is going to be spent. Otherwise we — 


are in a very sorry position if the House asks us, “why did you pass this 
budget, what is it for”, and we do not know anything about it except a round 
sum. I wonder if we could have a word of explanation about the various items. 

Mr. Harris (Grey-Bruce): You mean the items on page 3. 

Hon. Mr. Cuevrier: There is no objection to that. 

Mr. VaucHan: There is a very large budget prepared, Mr. Jackman, which 
details each individual item. That is a sample of it. 

Mr. Rew: We want to get out of here before Christmas. 

Mr. Jackman: I do not want the whole budget. 

Mr. Vaucuan: If you would like to see this, go over it, and ask any 
questions you are entirely welcome to do so, but each individual item is detailed 
here. Where the money is to go is set out very carefully and clearly. 


Mr. JAcKMAN: Here is total additions and betterments less retirements, 
$15,008,000. We have got a general breakdown which I think is quite sufficient 
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for our purpose but we have a responsibility to the House and I think we 
should ask a general question as to the explanation why you want $1,331,350 
for the Atlantic region as against $678,478 spent last year. I think we should 
have a bit of information on these matters because if we do not know about 
it it is a little bit difficult to assume any responsibility whatsoever. 

Mr. Beauporn: May I ask if this particular document could be distributed 
if copies could be made available? 

Mr. JAcKMAN: We do not want that. 

Mr. VauGHAN: One reason we do not have them distributed is because’ 
there is a lot of detailed information in the budget which we do not think it 
desirable to make public. There igs probably no objection to the members of 
this committee having it, but I am afraid if we made that document a public 
document we would be getting requests from everybody all over the country 
saying, “You are doing this here. Why are you not doing this there?” It might 
be very embarrassing. 

Mr. Murcu: I am quite sure that it is not the intention of the committee 
to ask for any thing as exhaustive as that. We can ask about any specific 
item if there is any doubt, and that should be sufficient. 

Mr. NicHotson: How about the Montreal terminal construction? Are we 
near the end of that? : 

Mr. Vaucuan: Yes. Mr. Cooper can give you the figures here. 

Mr. Coorer: Montreal terminal construction happens to be a specific item 
detailed on page 3. We show it there as $100,000. 

Mr. NicHouson: Will this appear again next year? 

Mr. Cooprr: [ think it should disappear. I think Montreal terminal con- 
struction is ended and that any ordinary improvements which are made to 
that station should go into the ordinary budget in the future. 

Mr. JAcKMAN: There was some reference to the new line or revamping of 
the old line to make traffic possible in Montreal, was there not? 

Mr. VaucHANn: That is the Bout de L’Isle line. That line is finished and 
now in operation. 

Mr. JackmaAN: There is no more expense involved there? 

Mr. VauGcHAN: No. 

Mr. JAcKMAN: The general question is why is there $15,008,000 in the 
budget this year as against $6,383,398 last year? I presume you need all these 
things but would you say a word about the individual items? Would you like 
to have spent more on certain things? 

Mr. VaucHAN: You will notice that we did not spend anything lke our 
budget in 1944. If you compare the $15,000,000 in 1945 with the budget of 
$17,000,000 in 1944 we really have a smaller budget. I think the same condition 
will obtain this year, that we probably will not be able to spend all the money 
wehave in our budget on account of the labour and material situation, but our 
budget is really much less than it was in 1944. We would have spent more in 
1944 had labour and material been available but they were not available. So 
we spent but a small proportion of our budget. 

Mr. JAcKMAN: Take the $6,009,624 budgeted for the central region. What 
are some of the major items in that? 

Mr. VaucHan: Mr. Cooper will have it here. He will give it to you. 

Mr. Cooper: If I call the headings out, Mr. Jackman, would that be 
sufficient? 

Mr. JacKMAN: I want to know generally what it is about. 
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Mr. Cooper: There is the Bout de L’Isle line, $130,000. I am speaking of 
the 1945 budget now. Line diversions, $49,312; new rails and fastenings 
$105,548; relaying with part worn rail or second hand rail, $88,668. 

Mr. JAcKMAN: The road bed is getting rather badly in need of repair in 
certain sections? 


Mr. Cooper: Repairs do not come in the capital budget. 

Mr. JAcKMAN: I should not use the term “repairs” but “replacements”, 
Put it that way. 

Mr. Coorrr: If we were replacing steel rail of the same weight there would 
be no charge to investment account. 

Mr. Brauporn: It would come under maintenance. 


Mr. VaucHAN: Operating charge, yes. If we take outa 100-pound rail and 
put in a 130-pound rail the difference in cost would be a capital charge but 
where we replace in kind there is no capital charge. 

Mr. JAcKMAN: Which brings me to the point that it would be too bad if 
the committee went home without that memorandum on the depreciation because 
I think it would be interesting to us. You might give it to us when it is convenient 
so that we will have the background. 


Mr. Mayzank: I understand it was to be distributed at some stage. 

Mr. Jackman: It was suggested by Mr. Vaughan in his opening remarks. 
I think Mr. Vaughan and Mr. Cooper will know what I am after. You are 
asking the people of Canada for $6,000,000 to be spent in the central region. I 
do not want to know what $25,000 is going for particularly but I do want to 
know what the major items are. 

Mr. Vauauan: I think Mr. Cooper might continue. 

Mr. Jackman: And what is the need or interpretation of them? 


Mr. Cooper: I do not think the amounts matter very much unless you 
want them. As to tie plates we propose to apply 2,808,335 new tie plates, 
washed screened gravel ballast, widening cuts and fills, ditching, tile and 
other tracks, yard tracks and public business sidings, passing tracks, private and 
wooden box and other drainage, roadways and paving, right of way fences, 
other tracks, yard tracks and public business sidings, passing tracks, private and 
public business sidings, roadway machines and roadway small tools, new steel 
bridges or replacement with concrete or steel bridges, culverts, new timber 


bridges and trestles or replacement of existing timber bridges and trestles in 
kind. 


Mr. Jackman: It is mostly a compilation of small items spread through- 
out the whole system rather than any major item costing $1,000,000 or $2,000,000? 


Mr. Cooper: Yes. If I were to give you one of these headings with the 
detail it might be indicative of the budget as a whole. 


Mr. Jackman: If it is not too detailed. 


Mr. Cooprr: Here is one, replacing timber bridges and trestles with culverts 
and fill. Alderdale subdivision, one bridge at mileage 108-63. Sudbury terminals, 
one trestle approach at mileage 6, Copper Cliff section. Sudbury subdivision, 
one bridge at mileage 90-76, construct rock tunnel and fill. On the Rouyn 
subdivision four bridges at mileages 19-3, 19-9, 20-9 and 28-4. Oba subdivision, 
two bridges at 62-8 and 142-4. Beachburg subdivision, one bridge at mileage 
134-9. The total amount of those works is estimated at $48,460. That is the 
way the budget is made up. 


Mr. Hazen: Mr. Cooper, you estimate that additions and betterments, 
Atlantic region, will be $1,331,350 in your budget for 1945. Will you give us 
the breakdown of those figures? 
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Mr. Cooprr: I want to be frank about this thing. This budget was prepared 
at the beginning of the year and it has been revised during the year. We did 
not feel we should go to the trouble of reprinting it. As against the original 
budget for the Atlantic region of $1,331,350 we made reduction of $172,000. 
The reductions are not impressed on the original budget, and if you do not 
mind me giving the original budget it would be a convenience. I could go over 
it secondly and give you all the items that have been cut out. Atlantic region, 
new rails and fastenings, $686,037. Relaying with part worn or second-hand 
rail, main and branch lines, $151,999. Relaying with part worn or second-hand 
rail, passing and yard tracks, $48,932. Tie plates, $143,236. Rail anchors, 
$89,020. Rock and washed screened gravel ballast, $1,429,390. 

Mr. Hazen: Did you say $1,429,390? 

Mr. Cooper: Yes, $1,429,390. 

Mr. Hazen: I thought the total amount was $1,331,000. 

Mr. Cooper: I am sorry. I am giving you the total expenditures. Some 
portion of that is charged to operating. I had better go back and give you the 
capital portion. I will begin again. 

Mr. Hazen: We want to get it straight. 

Mr. Cooper: New rails and fastenings, $41,917. That is the capital portion 
only. Relaying with part worn or second hand rail on main and branch lines, 
$35,884; relaying with part worn cr second hand rail (passing and yard tracks 
and business sidings), $13,931; tie plates, $28,020; rail anchors, $77,920; rock 
and washed screened gravel ballast, $253,530; slag ballast, $20,400; widening 
cuts and fills, $25,000; rip-rap, $50,000; tile and wooden box and other drainage, 
$25,000; right-of-way fence and cattle guards, including planting of trees and 
hedges in lieu of right-of-way fencing, $10,565; other tracks, yard tracks and 
public business sidings, $36,640; passing tracks, $6,420; private and business 
sidings, $35,000; roadway machines and roadway small tools, $83,390; roadway 
miscellaneous, $3,300; new steel bridges or replacement with concrete or steel 
bridges, $47,105; replacement of steel bridges with timber bridges or trestles, 
$54; culverts—new or the replacement thereof, $3,500; new timber bridges and 
trestles or the replacement of existing timber bridges and trestles in kind, 
$37,190; replacing timber bridges and trestles with culverts and fill, $14,069; 
miscellaneous improvements to bridges, such as metalikoting, waterproofing, 
replacement of masonry by concrete, guard rails and sidewalks, etc., on bridges, 
$67,181; protection of grade and highway crossings, $10,000; other stations 
and shelters—new and replacements, $2,430; other stations and shelters—better- 
ments to $6,000; freight sheds—betterments to, $2,900; section dwellings and 
bunkhouses—new and replacements, $21,584; platforms, $2,673; miscellaneous 
buildings, new and replacements, $35,400; express facilities on railway property, 
$10,981; water supplies, $18,023; fuel stations—including betterments thereto, 
$6,600; turntables, $23,040; ashpits, $4,150; other enginehouses and machine 
shops—new and_replacements, $12,500; other enginehouses and machine shops— 
betterments to, $9,750. 

Mr. Nicuotson: If I might interrupt just here, it seems to me that it will 
take quite a long time to get up to $1,900,000. : 

Mr. Cooper: There are another couple of pages. 

The CuHairMAN: That is just a general description. Is that satisfactory? 


Mr. Hazen: No, it is not altogether satisfactory, I should like to have the 
particulars. I do not care if Mr. Cooper reads them or not. If he could put 
them down on the record, that would be satisfactory. 

Mr. Maypank: That might be a suggestion, Mr. Chairman; put it on the 
record subsequently, as an appendix. - 

Mr. JackMAN: He has got half of it on now. Why not let him carry on? 
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Mr. Maypanx: Would it not be undesirable to put down in too great 
detail the exact information on expenditures, for the reasons Mr. Vaughan 
mentioned a little while ago? Might it not be a case, as Mr. Hazen has a 
great special interest, a memorandum could be sent to him? He could then 
use his discretion as to giving the advice out further. It is understandable 
that he would have a special interest in this area, and yet I do not think you 
would want all those dollars and cents details on the record for both competitors 
and others. 

Mr. VauaHan: We could give Mr. Hazen just the figures that Mr. Cooper 
has given. 

Mr. Maypanx: I think that would be better. 

Mr. Hazen: I do not want to do anything that would embarrass the railway. 

Mr. VaucHan: Those items are divided. There is a certain, proportion 
chargeable to capital, but I suppose the larger proportion is chargeable to 
maintenance. : 

Mr. Cooper: I was corrected. The first figures I gave were total expendi- 
tures, but I went back and reversed myself and gave only the capital expendi- 
tures. 

Mr. Watton: But on nearly all of those items there is some proportion of 
maintenance expense; in many of them it is the larger portion. 

Mr. Bourget: One of the main items was ballast in every region. 

Mr. Hazen: It will be perfectly satisfactory if Mr. Cooper will give me 
those figures of the capital expenditures for the Atlantic region. I was going to 
ask this question. Are those divided up in any way? Do those expenditures 
show how much, if anything, is going to be spent in Prince Edward Island, for 
instance? 

Mr. VaugHAN: There would be an item there. 

Mr. JAcKMAN: $10,000. 

Mr. VaucHan: They can be picked out. 

Mr. Hazen: Well, I do not want them lumped together. 

Mr. VaucHaN: There are several items for P.E.I. They can be picked out. 


Mr. Hazen: What I had in mind was this. If you had them available, 
I was going to ask for the items for Prince Edward Island, Nova Scotia and 
New Brunswick, if it would not be too difficult. 

Mr. Rem: While you are at Prince Edward Island, I wonder if you would 
mention about that $713,000? 

Mr. Hazen: Let us get this straightened out first. Would that be convenient 
to you to do that? 

Mr. Cooprr: If I might make a suggestion, I should like to show you this 
book and let you tell me exactly what you want. 

Mr. Hazen: I have said what I wanted. 

Mr. Maysanx: You are chatting together. 

Mr. Hazen: I have said what I wanted. 

Mr. Cooper: We can mark what would be Prince Edward Island items. 

ae Hazen: Can you mark which will be Nova Scotia and New Brunswick 
as well! 


Mr. Watton: I think pretty generally. There are some items which are 
more or less general, such ag ballast items and that sort of thing. I think, with 
reasonable accuracy, they can be assigned to the territories in which the work 
would be done. 


Mr. VaucHan: I think we can give you what you want, Mr. Hazen. 
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Mr. Hazen: There is one other question. Is any of this money that is 
being spent, going to be spent for double tracking? 

Mr. VaucHan: No, sir. 

The CHatrMAN: Is that cleared up? 

Mr. Hazen: Yes, sir. 

Mr. Maypanxk: You are not waiting, of course, for any vote of approval 
for those expenditures. You must by now, the year being largely gone, have 
done a great deal of this, as I say. 

Mr. VaucHan: Yes. We had to go ahead with it. 

Mr. Maysank: Yes. 

Mr. VaucHan: We had no meeting in the spring to approve our budget. 
We could not tie up the railroad. We had to go ahead. 

Mr. Maypanxk: You went right ahead with these capital expenditures. 

Mr. VauGHAN: Yes. 

Mr. Jackman: Taking the money out of your own pocket in the meantime, 
Mr. Vaughan? Where did you get the money? 

Mr. VaucHan: You will see that our total expenditures were very much 
below the budget, as I have said. 

Mr. JACKMAN: Where did you get the money? 

Mr. Cooper: As far as the general budget is concerned, we have provided 
all the capital expenditures out of our depreciation reserves for 1945. 

Mr. JACKMAN: That just raises a rather peculiar or perhaps awkward legal 
question. You must get authority, I suppose, by an order in council or some- 
thing. Do you do that, or do you just have to carry on without it and take a 
chance of getting your acts validated at a subsequent date? What is the legal 
position? 

Mr. VauaHAN: Well, the position was this. The matter was talked over 
with the minister; and it was decided that, inasmuch as our budget had not 
been approved, we would have to go ahead, and tentative authority was received 
to proceed with our work pending the deliberations of this committee. 

Mr. Jackman: If this committee took a contrary view, it would not be 
very effective for 1944. However, you had to do the work, I presume, and trust 
that it would be approved. 

Mr. VAUGHAN: Yes. 

Mr. Maypanxk: Otherwise they would have to go ahead and unbuild the 
bridges. ~ 

Mr. JAcKMAN: That would not help the problem. May I say this, though. 
Colonel McLure, one of the members from Prince Edward Island, has raised 
the question of lack of a second ferry. Does that come under the C.N.R. or is 
that the government? 

Hon. Mr. Cueverer: That is a matter of the estimates. That will be one 
of the three estimates that will be dealt with after these reports are approved. 

Mr. Jackman: Are the estimates dealt with in this committee? 

Hon. Mr. Curvrier: Yes. That is vote 421, Prince Edward Island car ferry 
deficit. 

Mr. JACKMAN: That is dealt with in this committee? 

Hon. Mr. Curvreier: Yes. That is right. 

Mr. JAckMAN: Also Colonel McLure in the House at one time mentioned 
the very heavy cost of trucking farm produce from the Island to the mainland, 
I think with particular reference to the charge on the ferry across. It was a 
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very heavy charge for some 50 miles between two points, much heavier than 
the ordinary trucking charges on the ordinary mainland. Are the rates on the 
ferry high, and does the C. N. R. set them? 

Mr. VaucHan: We do not think the rates are unusually high. Of course, 
everything that goes over on the ferry is in direct competition with the railway. 
We think we are generous in allowing the trucks to go on the ferry at all. 

Mr. Hazen: What do you charge to take a truck across? 

Mr. Vaucuan: I have not the rates here. Has anybody got them? 

Mr. Watton: I do not think we have. 

Mr. VaucHaN: We can obtain them for you very easily, but we have not 
got them here at the moment. 

Mr. Hazen: What about this expenditure of $10,000? What is that for? 
I am speaking about the amount you budget for P.E.I. car ferry and terminals. 
What is that money expended for? ; 

Mr. Cooper: It is just a general contingency fund of $10,000 to take 
care of items which are not foreseen when the detailed budget is made up. 

Mr. Hazen: Last year you spent $48,700. No, that is not quite accurate. 
You budgeted for $48,700 and actually spent $54,639. 

Mr. Coorrr: Yes. Do you want the details of that, Mr. Hazen? 

Mr. Hazen: No, thank you. If I do, I will ask for them. 

Mr. Coorer: We will have to get, that. 

Mr. JAcKMAN: Of course, while trucking from the island to the mainland 
is In competition with the railway, neverthless it is a public carrier. One has to 
recognize that trucking is an alternative form of transportation? 

Mr. VaucHAN: I agree with that. 

Mr. JACKMAN: What is the basis of the complaint of these truckers from 
the island to the mainland? Is the trucking rate the trouble? 

Mr. Vaucuan: I think the only complaint I know of is the rate that is 
charged for trucks on the ferry. We have had complaints from time to time in 
respect of that; but we have not had any recent complaints that I know of, 
although no doubt other officers of the railway company receive such complaints. 
I think what we had better do is to get the rates. I do not know what they are? 

Hon. Mr. Cuevrrer: I have them here, Mr. McLennan has just obtained 
them. They are as-follows: trucks, one way on the ferry, $6; return $12. 

Mr. Harris (Grey-Bruce) What distance is the ferry? 

Mr. JACKMAN: Eight miles. 

Hon. Mr. Cuevrier: Nine, I think. 

Mr. Rep: Is that for loaded trucks? 

Mr. VaucHan: Loaded trucks, yes; loaded or unloaded. 

Hon. Mr. Cuevrimr: Passenger cars, $2 one way; $3 return. 

Mr. Mutcu: Does that include any kind of trucks—1 ton, 2 ton, and so on? 

Mr. VaucHan: There is a limitation, I think; up to 5 tons, I think, the 
rate is the same. 

Mr. JACKMAN: Could you give us any idea of the comparison between 
transporting 5 tons in a truck as against transporting 5 tons of farm produce 
in bulk on the ferry? 

Mr. Watton: We do not handle bulk on the ferry. 

Mr. Jackman: There is some bulk classification. 


Mr. VaucHaNn: We do not handle any bulk on the ferry. Everything we 


handle on the ferry is in cars. We do not handle any bulk at all. 
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Mr. JACKMAN: Well, you know what I am after. How much does it cost to 
transport 5 tons of potatoes on a car as against 5 tons on a truck? 


Mr. VaucHan: There are many things that enter into that. I think it 
would depend upon the destination of the potatoes and the haul the railway 
was going to get on them, and. over what distance the expense would be spread. 

Mr. Jackman: Take a fifty-mile truck-haul. 


Mr. VaucHaN: You are aware, of course, of the controversy that goes on 
all the time between the cost of moving goods in trucks and moving them in 
railway cars. I think all the bodies that. have studied the situation have con- 
cluded pretty well that trucks cannot economically operate except for high- 
class goods in competition with the railways if all the factors, of course, are 
taken into account, beyond approximately fifty miles, During the war the 
transport controller placed a restriction of fifty miles on the operation of trucks. 
That will always be a matter of controversy. The truck people naturally 
have their own side of the case, and I would not want to start an argument 
here against the trucks unless they have an opportunity to defend themselves. 

Mr. Jackman: After all, the people of the Island are entitled to ship 
according to the method most convenient for them, and if the rate on the ferry 
is excessive for trucks as against cars it is, in a sense, unfair competition in 
view of the situation of the Island, the Confederation Pact and all the other 
peculiarities attached to P.E.I. 

Mr. Murcu: It is a highly controversial opinion. 

Mr. Jackman: I am asking for his facts, not opinions. What is the rate 
for a fifty-mile haul from some point on the Island to some point on the main- 
land, first, via truck, and, secondly, via the railway? 

Mr. Vaucuan: I think it would be almost impossible to give that. 

Mr. Rem: There were many opinions before the transport board over 
long years, and it has never been possible to tell in regard to railway traffic 
now much it costs to haul a ton or a half ton any distance. They were never 
able to substantiate any charge. 

Mr. JAckMAN: I mean the charge. 


Mr. VAuGHAN: Perhaps I misunderstood you. As I understand you, you 
want the rate that the railway would charge on a specific commodity, say from 
Charlottetown to some point fifty miles distant on the mainland? 

Mr. JAcKMAN: That is right. 


Mr. VaucHan: All I could give you in opposition to that would be the rate 
we charge a truck on the ferry, because we do not operate the trucks. 

Mr. JAcCKMAN: That might be adequate, if you can give me that 
information. 


Mr. VaucHaN: We will get that. 


Hon. Mr. Cuevrirer: You could not go more than nine miles. You do 
not know what the rates of the trucks are beyond fifty miles. 

Mr. Jackman: The difficulty, apparently, on the Island is that the rate 
across the water is so high that it makes trucking extremely expensive to the 
people of the Island. That is the question Mr. McLure raised. Now, may I 
ask you this: How do you build up your budget from year to year of capital 
expenditures? Do you do it from the head office? 

Mr. VaucHAN: Our budget is prepared very carefully. It starts on with 
the divisions. It is gone over by the divisional superintendents and the divi- 
sional engineers and other officers. Then it goes up to the district office, that is 
the general superintendent and the district engineer. They comb it over and 


eliminate anything they think can possibly be done without. It then goes to the 
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regional vice-president and general manager and the chief engineer of the 
region. And it is gone over by them and certain eliminations are made. Then 
it comes to Montreal where it will go first to Mr. Walton and then to our 
department of research. We have a budget department which happens to be 
under Mr. Fairweather who is vice-president of a number of departments. 
Every individual item is gone over by him. We bring to Montreal the vice- 
presidents and the chief engineers and they have to justify to him and to Mr. 
Walton and to myself that every item in that budget is required in the interests 
of the railway. So it is not a haphazard thing; it is gone into very carefully. 

Mr. JAcKMAN: And your board of directors pass on it after that? 

Mr. VauGcHan: It is eventually submitted to the board of directors and 
approved by them and then it comes on here for final approval. 

Mr. Jackman: I do not suppose you are able to do as many industrial 
concerns do where, say, an expenditure of $100,000 is asked for—you cannot, 
because of the nature of the railway business, say whether that $100,000 will 
return a certain percentage of profit at the end of the year? ‘Your business does 
not permit you to estimate in that way, does it? 

Mr. VaucHAN: Our officers submitting these budgets are required to say 
on the individual AFE’s the savings which will result from the expenditures. 

Mr. JACKMAN: Of course, where you are replacing a wooden bridge with 
a steel bridge, that is a matter of necessity? 

Mr. VaucuHan: That is a matter of necessity. There are some things in 
which there is no saving; it is a matter of necessity, as you say; but where there 
is anything new required it has to be justified on the basis of economics. 

Mr. Rep: I wonder if I could get an answer to my question with regard to 
the Prince Edward Island ferry, because I am interested in this item of $713,000 
for the government share of operating account. I would like to know if the 
ferry is paying and who operates it. 

Hon. Mr. Cuevrirr: It is not paying. That is a matter that will come up 
by separate vote after these reports have been dealt with. 

Mr. Rew: Here is a vote of $713,000. 

Mr. Vaucuan: I think, Mr. Chairman, that Mr. Cooper might explain 
how the accounts of the Prince Edward Island car ferry are handled as between 
the governement and ourselves. 

Mr. Cooprr: I think there is a mistake about the $713,000. If I am looking 
at the same figure that is related to subsidiary companies. 

Mr. Rei: The amount I have is government share of operating account, 
P.B.1., car ferry and terminals, $564,200, page 2 of the budget. 

Mr. Cooper: The Prince Edward Island car ferry is operated as a part of 
the system in the first place, but we are operating it on behalf of the government, 


and it is understood that the government will meet the difference between the 


cost of operation and the revenue. That difference is provided by way of a 
separate vote in the House. We operate the ferry. We take the costs of doing so 
and credit against those costs the revenue which we apportion to the ferry 
operations and we render our bill against the Department of Transport for 
the deficit. , 

_ The Cuarrman: As I understand it, that is the estimate the minister is 
going to bring down. 

Hon. Mr. Curvrier: The 1945 net deficit for the operation is $7 13,000, which 

we pay over to the Canadian National Railways. 
_ Mr. Harris (Grey-Bruce): Did I understand you to say that up to this 
time this year you have drawn on depreciation and reserve in order to pay this 
capital expenditure account? | 
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Mr. Cooprr: Speaking of the items in what we call the general capital 
budget—that is irrespective of the new equipment vote—all the items of capital 
expenditure which we show on page 1: additions and betterments; acquisition of 
securities; retirement of maturing capital obligations—those expenditures to 
the end of September have been met out of our own resources. 

Mr. Harris: Will that continue for the remaining three months of this year? 


Mr. Coorrr: It is possible we shall not finally balance out at the end of the 

year; but my own view is that we-shall not require the full amount of the 
$8,800,000. You understand that we have to ask for a vote sufficient to complete 
a job. Now it may be that by December 31 the job has not been completed 
and the money has not all been spent. As a rule the amount of the budget is 
underspent. You notice in 1944, for example, while we asked for $10,549,000 
on the general capital budget account we actually had a credit at the end of 
the year of $2,776,000. 
Mr. Reto: Why would the interest charge be less for 1945? I notice it is 
$45,000,000; operating revenues are $8,000,000 less, and operating expenses are 
$12,000,000 less, and then it is made up by a drop in interest charges. For 
instance, the interest due to the public on long term debt, on page 2, is $28,000,000 
odd, and you estimate $26,035,000 for this year. The next is interest on dominion 
government loans, $20,000,000 odd, and the total interest charges are a little 
less than $2,000,000 less than actually paid in 1944. 

Mr. Cooper: Yes. The explanation of that, perhaps, can be given best by 
way of an example. In July of 1944 we called for redemption on issue of 
$56,000,000 of 5 per cent bonds. We secured the funds from the government ‘at— 
I have forgotten the rate—around 3 per cent or 24 per cent—so you see on the 
refunding operation we save an interest charge of approximately 2 per cent, 
or 24 per cent, depending on the coupon rate and what we can borrow money 
for from the government. 

Mr. JAckKMAN: What was done with those British-held Canadian National 
securities purchased by our government and taken over before we got onto 
mutual aid? Does the government hold them or have they turned them back to 
the railway? 

Mr. Cooper: The railway gave the government a note for the amount 
necessary to enable the railway to take up those securities. The securities 
themselves are held by the Minister of Finance as collateral behind our note. 

Mr. VAUGHAN: We pay 34 per cent interest on them. 

Mr. JAckMAN: The government charge you 34 per cent on the standing 
interest, that large item on the balance sheet, $661,000,000? 

Mr. Cooprr: No, the rates are set out on page 20, but on the repatriation 
items the interest rate was 34 per cent on an amount of approximately 
$390,000 ,000. | 

Mr. JAcKkMAN: Are there still more Canadian National bonds held overseas 
in Great Britain? 

Mr. VaucHan: [ think that was referred to yesterday and it was pointed 
out that there were about $28,000,000 of those bonds which had not been vested 
because, apparently, they were held in other countries and it was not within the 
authority of the British government to vest them. But outside of those they have 
all been vested. 

Mr. Jackman: Are some of those bonds, to your knowledge, held in France 
or Holland or other European countries? 

Mr. Cooper: Certainly, and some of them are held in Ireland. 

Mr. JAcKMAN: Do you know offhand about how many bonds are held over 
there? 
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Mr. Cooper: No, I cannot answer that. Possibly our treasury department 
might be able to get those figures for you approximately, but as far as I am 
concerned, I cannot answer your question. 

Mr. Murcu: It would be under $28,000,000 in any event. 

Mr. Cooper: The total of sterling securities held by other than U.K. 
residents amounts to $28,000,000. 

Mr. Picarp: Is there any amount still held in the United Kingdom which 
has not been repatriated? 

Hon. Mr. Curvrier: He has just stated that. 

Mr. Cooprrr: No, sir, not Canadian National Railways securities. 

Mr. Picarp: That is what I had understood. 

Mr. Mutcu: We went into this exhaustively last night. If we keep going 
over and over it again, we will never get anywhere. 

Mr. Rerp: Are the western additions and betterments a lengthy program? 

Mr. VaucHan: I do not get that? 

Mr. Rei: Are the additions to western regions a very lengthy program, 
I see it amounts to $2,900,000. 

Mr. VaucHaAn: There is quite a substantial list of them. I do not know 
whether you want to hear them or not. 

, Mr. Rep: Are there any in British Columbia? ; 

Mr. VauGHAN: Yes, there will be some in British Columbia. 

Mr. Rem: Do they include a new station for New Westminster? 

Hon. Mr. Cuevrier: Perhaps the 1946 budget will have that. 

Mr. VaueHan: Are you referring to the Great Northern railway station? 

Mr. Rem: Yes. 

Mr. Vaucuan: That would not be in our budget. 

Mr. NtcHorson: On page 8 there is an item for the payment in 1944 of 
$25.000 for the Admiral Beatty hotel in Saint John; there does not appear to be — 
any corresponding budget in 1945. Could you give us some explanation about 
that item? j 

Mr. VaucHan: What item is that? 

Mr. NicHotson: On page 3 the Admiral Beatty hotel in Saint John, New 
Brunswick. 

Mr. VAUGHAN: Yes. 

Mr. Nicuotson: There-is an item of $25,000 for 1944. 

Mr. VaucHan: There is a reason for that. I think you better speak about 
that, Mr. Cooper. 

Mr. Coorer: During the year the securities of that company matured. There 
are three issues; first mortgage, second mortgage and third mortgage bonds. 
We owned one-third of the second mortgage bonds, the Canadian Pacific railway 
owned a third and the United Hotels owned a third; the United Hotels would 
not agree to the general scheme of refinancing, so the Canadian Pacific railway — 
and the Canadian National railway took up their one-third interest; that is to 
say, we took up $25,000, and the C.P.R. took up the same amount. We con- 
sidered that the re-financing arrangement was a good one, and actually in 1944 
we received back on the principal of those bonds $15,500—we received a sub- ‘ 
stantial benefit. | 


ae NicHotson: What arrangement have you for the management of this a 
ote . = a 
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Mr. VaueHan: The Canadian Pacific railway and ourselves have repre- 
sentatives on the board of the hotel, and the management 1s appointed with their 
approval. 

The CuHatrMaAn: Are there any questions on page 3? Then we come to 
page 4: 

Mr. Rew: Page 4, what is the item of 55 per cent Provinge of New 
Brunswick debentures? I notice that in 1945 you are providing a payment of 
$818,000 for these. 

Mr. VaucHAN: That is one of the debenture payments coming due. 

Mr. Rew: Why was there no payment on that last year? 

Mr. VaucHan: Mr.-Cooper has that. He will give it to you. 

Mr. Cooper: $818,000—those were debentures issued by the province of 
New Brunswick to construct the St. John and Quebec railway. The Canadian 
National Railway company purchased the railway in 1929, and the purchase 
price was $6,000,000; as part of the purchase price we assumed the St. John 
and Quebec debentures, some $2,700,000 of them; and the balance of the puchase 
price was by the Canadian National agreeing to retire these New Brunswick 
debentures as they fell due. In 1945, $818,000 of New Brunswick debentures 
fell due for retirement on February 16th. The debentures carried an interest 
rate of 5-5 per cent, so that it was really to our advantage to get rid of them. 

Mr. Ret: Another question I would like to ask relates to the indebt- 
edness to the State of Michigan re the widening of Woodward Avenue, Detroit; 

do you pay any extra premium on account of exchange, and if so what extra 
premium did you pay for the year? Did you pay it in United States funds? 

Mr. Cooper: The story regarding that is a long one. A number of years 
ago the State of Michigan wanted to build a highway which paralleled our 
railway running out. of Detroit in the direction of Pointiac. ‘The proposed 
highway ran right along side the Grand Trunk Western railway and it was 
decided in orded to have more room, to move our line over and build the highway 
on the railway right-of-way. An agreement was made that the State would 
decided in order to have more room, to move our line over and build the highway 
on it. The entire cost. of that was assumed by the State of Michigan with the 

understanding that we would repay the cost over a period of fifteen years. 
This is 1/15 of the cost of that expenditure. 

Mr. Rei: Did you get any credit for the abandoned right-of-way? 

Mr. Coorer: I do not believe we did. On the other hand, we have not 
paid any interest on this outstanding item. The whole thing was very involved. 
It wrapped itself around the taxation of our railway in that territory. It also 
involved a threat by the state to expropriate the railway if the railway did not 
reach a satisfactory agreement. The conditions of that agreement are in the 
records of this committee. It was gone into very thoroughly at the time and 
while we were forced into it, from the railway point of view, it was considered 
to be a satisfactory agreement. 

Mr. Rep: Were these payments made in United States funds, and if SO, 
why? 

Mr. VaucHan: We collect enough funds in the United States from the 
movement of freight and passengers on our United States lines to pay for these 
expenditures. 

Mr. Rew: Taking all your commitments in the United States, are your 
revenues over there sufficient to meet all the expenditures, or do you have to 
-Ineet payments in United States funds? 


= Mr. VaucHAN: We have a number of Canadian National securities, bonds 


outstanding, which are three-way bonds; some payable in Canada, some payable 
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in Great Britain and some payable in the United States, at the option of the 
holder. We have to pay quite a substantial premium on these if the holders 
elect to be paid in United States funds. | 

Mr. Rew: I wonder if it is possible for us to get an idea of the extra 
money you pay out on account of the premium on exchange? I am not quite 
clear on that. 

Mr. VauGHAN: We may be able to give that to you. 

Mr. Coorer: During 1944 the net cost of U‘S. exchange for the Canadian 
National Railways was $2,212,000. 

Mr. Rew: As one who has long been advocating removal of the 10 per 
cent, I was rather interested in finding out what it costs you. I know that 
it is costing the country a great deal of money. 

Mr. Cooper: ‘The reason, of course, in our case is that so many of our 
securities are payable in United States funds. In the railway operations alone, 
apart from the payment of interest, I do not think we have to pay any 
substantial amount for United States exchange. We make a profit on sterling. 

Mr. VaucHaN: These securities are coming due from time to time. Some 
are callable, and as soon as the callable period arrives we take them up and get 
rid of that liability. | 

The CuatrMaN: Are there any other questions? 

Mr. Jackman: Are you still buying rolling stock from money supplied 
by the government. who are charging 3-5 per cent? 

Mr. VaucHan: I think the last equipment loan we arranged with the 
government was 2-5 per cent; if I remember correctly, 2 5/8. Most of them were 
at 3-5 per cent, but in the last equipment issue we represented to the govern- 
ment that we thought the interest rate was too high as most of the lange railways 
in the United States were getting money for equipment at 1-75 and 1-7/8, and 
at that time they reduced our rate to 2 5/8 on that particular issue. 

Mr. NicHotson: What is the lowest rate you pay? 

Mr. VAUGHAN: 23. 

Mr. NicHouson: I saw one item here of 2 per cent. 

Hon. Mr. CHrEvriar: On what page? 

Mr. Nicuouson: On page 20. 

Mr. Coorrr: That has nothing to do with equipment, that was to take up 
some securities. 

Mr. JAcKMAN: If the money market were free and open could you get your 
money more cheaply in the open market than you are now able to get it from the 
government on these equipment items? 

Mr. VAuGHAN: On some of the items we might have done that. We are 
making representations from time to time where we think the interest charge 
is too high, and the finance department have been generous I think in adjusting 
them. 

Mr. JackMAN: Have they reduced it to 2% on the last equipment issue? 

Mr. VaucHAN: We got 23 on the basis of the representation we made to 
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them because that was about the average rate of borrowings and we felt that — 


they should not charge us more than that. : 

Mr. JACKMAN: Could you not.get 23 if the market were open to you? 

Mr. VauGcHAN: If we had gone into the open market we might have got 
23 or better, depending on the term. 

Mr. JAcKMAN: Yes. What is the rate in the United States for similar 
equipment used over there and which would be properly chargeable in US. 


dollars against the equipment certificates? The rate is below 28, is it not, on © 


high class equipment certificates? 
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- Mr, VaucHan: We have some old equipment issues outstanding. The rate 
of interest shown on them. The reason is that these equipment issues have 
been handled with the government since the war started. 


Mr. JACKMAN: In the United States; oh, yes. You have a lot of rolling 
stock in the United States? | 


Mr. VAUGHAN: Yes. 


: ee JACKMAN: And you can borrow from the American public on that rolling 
stock? 


Mr. VaucHan: We might have done that, but after consultation with the 
Department of Finance it was considered undesirable in view of their various 
transactions in the States that we should get into competition with the Canadian 
government in the borrowing of money. ; 


Mr. JACKMAN: I am just trying to find out whether or not the government 
is disadvantaging the railway by reason of its parental care and solicitude. 
Surely the C.P.R..must be able to borrow on its American lines over there for 
its equipment at lower than 23. 


Mr. VaucHan: They were not apparently able to do very much about it 
because their lines over there have been in receivership; however, since they 
have come out of receivership the picture may be different. 


Mr. JackMAN: I am talking about equipment, rolling stock. You will recall 
that we raised this item last year and as a result of representations that were 
made-at that time, which were to the effect that the government should be able 
to give you money for the purchase of equipment of rolling stock at less than 
3.5 per cent, that that charge was too high, it was apparently brought down; it 
seems to have had some effect. Our representation at that time was that they 
were charging too much. 


Hon. Mr. Cuevrrer: Perhaps I should say that the Canadian National 
Railways are continually making representations to the government in that 
respect, and the government has already in refinancing, as Mr. Cooper set out 
a moment, ago, reduced the rate from 34 to 28 per cent. 

Mr. JackMAN: That is on the new issue. You have got some old issues 
which perhaps could be paid for and refinanced and you might strengthen the 
hand of the railway. 

Mr. Vaucuan: We have a number of these matters under consideration now 
with the Department of Finance, and I think we are going to be able to make 
some progress with them. 

Mr. Jackman: May I just ask in that connection on the open account 
with the Dominion government on the liability side of the balance sheet, 
$661,000,000, what is the situation with regard to the interest paid to the 
government on that? It is the third item on the liability side of the balance 
sheet. What is the situation in regard to interest on that? Is there any interest 
paid to the government? 

Mr. Coorrer: We have paid interest right along. 

Mr. JAcKMAN: How much? 

Mr. Coorer: At the rates shown on page 20, and the total amount in 1944 
was $19,933,000. Both the rates and the amount paid are shown in detail on 
page 20. 

The CuarrMan: Is that satisfactory? 

Mr. JackMaAn: That has reference to the $661,000,000 item, not to the long 
term debt of $629,000,000 to the public? 

Mr. Cooper: The $629,000,000 is the debt held by the public. The interest 
on that is shown just above, also in detail. 


94 STANDING COMMITTEE 


The CHatrMAN: Can we pass on to page 5? Are there any more questions 
on page 4? 

Mr. Hazen: I was going to ask a question on page 3. It is a minor matter, 
but the subsidiary companies’ budget is $281,097. I notice in the report you have 
on page 21 investments in affiliated companies and on page 23 companies 
comprising the Canadian National Railway system. What are subsidiary 
companies. What do those words mean? 

Mr. Coorrr: Subsidiary companies to us means companies which we control 
by stock ownership. 

Mr. Hazen: Those would be the companies shown on pages 22 and 23 of 
the report? 

Mr. Cooper: Yes. . 

Mr. Hazen: May I ask another question about this? I am puzzled about this 
matter. On pages 22 and 23 of the report you show the names of the companies 
and then you have “owned by company number”. Then you have the figure 1 


under No. 3. I am looking at No. 3, Atlantic and St. Lawrence Railroad 


Company. You have the figure “1”; 1 what? 

Mr. Cooper: Justa little higher up you will find that Company No. 1 is the 
Canadian National Railway Company, right at the top of the page. This means 
that the stock of the Atlantic and St. Lawrence Railroad Company is owned by 
the Canadian National Railway Company. } 

Mr. Hazen: What does 24 mean? Where do we find that? 

Mr. Cooper: Twenty-four is shown to be the Canadian Northern Railway 
Company so that the stock of the Bay of Quinte Railway is owned by the 
Canadian Northern Railway and the stock of the Canadian Northern Railway 
is owned by No. 1, the Canadian National Railway Company. 

Mr. JAcKMAN: I think it should be referred to the C.C.F. as to interlocking 
companies. 

Mr. Picarp: I have an item I want to inquire about. How do you proceed 
as to your purchases of rails, ties, and so on? Rails have been discussed and 
also the price of steel last night or in the afternoon, but what about ties? Do you 
ask for tenders or do you just buy them on the market? 

Mr. Vauenan: In normal times a price is usually set for each district which 
we feel is a fair price. That is the price paid to all in the particular district. 

Mr. Picarp: How do you proceed with the distribution of that? Do they 
tender? 

Mr. VaucHan: A man who wants a tie contract usually writes in and tells 
our tie department he will have so many ties available and if we need the ties 
we would take the ties at the price set in that particular locality. 

Mr. Picarp: For instance, in one district would it be the superintendent. of 
the district or would it be the head purchasing office? 


Mr. VaucHan: The price of ties and the purchase of ties are all arranged in. 


the office of our general tie and timber agent in Montreal. 


Mr. Picarp: And he would contact the local people or have them com- 
municate with himself. Any one particular man in one district would not know 


in advance how much you want. You do not go on the market and say, “We 


need so many ties”? 
Mr. VauGHan: No. 


Mr. Picarp: You just allow people to ask you if you need any and then 


you distribute it according to the district? 

Mr. VaucHan: We know what ties we are going to need in each district 
each year. Our general tie and timber agent in the fall of each year, beginning 
about the end of August or early in September, begins to negotiate for these ties. 
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Mr. Picarp: What I was trying to find out was do you advertise for them? 

Mr. VauaHan: No. 

Mr. Picarp: Do you go on the market? 

Mr. Vaucuan: At one time we did advertise for ties but we got so many 
replies and many of them were from people who had never been in the tie 
business and would not know a tie when they saw it so we discontinued 
advertising. We got tenders from bakers, bartenders, saloon keepers, and many 
others so we said, ‘That is not good enough.” 

Mr. Picarp: Do you buy from companies? 

Mr. Vauauan: We only buy from companies that are legitimately in that 
particular business. 

Mr. Picarp: At the price fixed by you; you set the price? 

Mr. Vaucuan: At the price fixed which is the same for all. 

Mr. Picarp: But the decision rests with the main office in Montreal as to 
which one you deal with as between one, two or ten people? 

Mr. VaucHan: That is correct. 

Mr. Beaupoin: Besides that do they not have to go through the creosoting 
process? 

Mr. Vaucuan: Not all of them. A large proportion of our ties today are 
being creosoted and they have to go to the treating plants. 

Mr. Beavupoin: So you purchase your ties in the neighborhood of the location 
of that treating plant? 


Mr. VaucHan: If the ties have to go to a treating plant to be treated we 
would naturally buy the ties from a point that would give us the least haul 
to the treating plant. We buy them as economically as we can having regard 
to all the factors that enter into the cost. 

Mr. Picarp: I mean that the trade has to go after you. You do not ask 
for tenders. You do not go on the market. They go after you and you decide 
whether you will take this one or the other one? 


Mr. Vaucuan: That is correct. The same people supply us usually with 
ties from year to year. Occasionally there is a new man comes along, and if 


he is legitimately in the tie business he would be given a contract but in years 


gone by we have weeded out the poor contractors. Time and again we have 
found that a man who would tender for 100,000 or 200,000 ties would not give 
us any ties at all. | 

Mr. Beaupoin: Mr. Chairman, if the committee is through with page 4 
I have a question on page 5. It is on a matter to be found at the bottom of 
that page where it says “To be transferred to proposed 1946 program”. Then 
the next item is the 1945 program proposed. Is there not a mistake there 
about 1946? Should it not read “To be transferred to proposed 1945 program?” 
That is on page 5 at the bottom of the page. 

Mr. Picarp: Of the budget? 

Mr. Beavupoin: Yes. I understand it is the budget we are discussing now. 

Mr. VaucHan: No, I think that is correct. 

Hon. Mr. Cuevrier: That has to be paid for in 1946. Is that not it? 


Mr. Vaucuan: The equipment would not be delivered until 1946 and 
would be paid for in 1946. 

Mr. Bravupoin: Under the next item, 1945 program proposed, you have 
box cars, 1,500, and then you have box cars, 50-ton, 1,000 on order, 3,000. 
What is the explanation of that? Is that a different type of box car? 

Mr. Vaucuan: The only difference is in so far as carrying capacity «1s 
concerned. 
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Mr. Beaupoin: The 1,000 on order to which you refer there are of the 
same type as the ones mentioned above? . 

Mr. Watton: The explanation of that 3,000 you are looking at is that 
there is a contemplated order of 3,000 of which orders have actually been 
placed for 1,000. The 3,000 just. shows the complete order but only 1,000 of 
the 3,000 have yet actually been placed. 

The Cuarrman: Are there any more questions on page 5, gentlemen? 
Mr. JAcKMAN: I think we ought to go over these items, Mr. Chairman. 
What do they all mean? 

Mr. Beaupory: Mr. Chairman, if we are through with our questions I 
would move the adoption of the budget. 

Mr. Jackman: Let us have a look at this. What is the story on this 
page, Mr. Vaughan? It has to do with new equipment under dominion govern- 
ment hire purchase agreements. What does it all mean, Mr. Vaughan? 

Mr. VAucHAN: To what are you referring, Mr. Jackman? 

Mr. JackMAN: This is page 5. That is your rolling stock you want to 
buy and for which you want to get your appropriation in the budget. You 
want $24,000,000 altogether; is that correct? 

Mr. VauGHAN: That is correct. 

Mr. JAckMAN: The first item here is $1,452,000. What does that item 
represent? 

Hon. Mr. Cuevrier: That is for orders for equipment in 1943 which were 
delivered and paid for in 1945. 

Mr. JAckKMAN: And 1944? 

Hon. Mr. Curvrizr: Is the same thing, and 1945 is the same thing. It is 
the same way all the way down. 

Mr. Vaucuan: We had certain budgets approved. for specific quantities 
of equipment but we were unable to place the equipment because there was no 
space available for it in the car builders’ plants due to the fact they were 
working on war materials so these equipment appropriations have been over- 
lapping from year to year depending upon when we could get delivery of the 
equipment. 

Mr. JackMAN: And the details are below; is that it? 
Hon. Mr. Curvrisr: That is right. 

Mr. JAcKMAN: And box cars are the main item? 
Mr. VaucHan: That is correct. 


Mr. JAckMAN: You have revised your passenger accommodation pro- 
visions. First class coaches are down from 50 originally to 30. Why is that? 
Mr. VAucHAN: We revised it downward because at that particular time 
there was no possibility of getting the higher quantities but we were told 
there might possibly be an opportunity of having some space allocated to the 
plants for the smaller quantities. As it stands we have not been able to get 
any space allocated as yet for any passenger equipment at the car building 
plants. 

Mr. JAckMAN: What is the relative cost. between a box car and a first class 
passenger car? 

Mr. VaucHan: A box car to-day would cost about $4,000, roughly speaking. 
A new first class passenger car would cost to-day approximately $80,000 each 
plus sales tax. That is a modern car. 


Mr. JAcKMAN: Did you not have some reference in your printed remarks 
as to the need for bringing up to first class condition your passenger accom- 
modation? I thought I recalled something. . 


Ue 
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Mr. VaucHan: I think we referred to that under the item of deferred 
maintenance. We mentioned there was considerable work to be done on our 
passenger equipment which would be taken care of out of the amounts set 
aside for that purpose. 


Mr. JAckMan: There is no doubt that many of the crack American lines 
have equipment which I think it can be fairly said is a good deal more stream- 
lined,.and up-to-date and comfortable than anything we have on either of 
the railroads in Canada. Do you expect we will have to go in for major 
expenditures along that line very shortly, and is it desirable? 


Mr. Vaucuan: This equipment which we propose to build will be first 
class equipment in every respect. It will not be of the ultra-streamlined 
character such as you will find on some of the railroads in the United States. 
As a matter of fact, Canadian car builders at the present time are not equipped 
to build cars of that type in their shops. Some of them are endeavouring 
to make arrangements in that connection, but considerable capital expenditure 
is required on their part before they could build cars of the ultra-stream- 
lined type. But these cars we have in mind to buy are just as comfortable as 
any cars that are built in the United States of the streamlined type. 


Mr. Nicuotson: How do they compare with your present first-class cars? 
Mr. VaucHAN: You have seen our latest type of first-class car, I presume. 
They would be somewhat of an improvement on that type of car. 


Mr. Nicuouson: I think the C.P.R. have a little more modern, first-class 
car than you have, have they not? 
Mr. Vaucuan: I do not think so. I do not agree with you. 


Mr. Nicuontson: Between here and Montreal, on the main line, was what 
I referred to. 


Mr. Mutcu: Where do they keep them? 


Mr. VauGHaAN: Generally speaking, we have just as many, and probably 
more, well-equipped first-class cars, as they have. 


Mr. Mutrcu: And you occasionally clean them. 
Mr. JAckMAN: Sir Henry Thornton might have taken a different view. 


Mr. Moore: How much of this equipment mentioned at the bottom of 
page 5 is being made in Canadian National shops? Have you any idea of 
that? 


Mr. Watton: Just refrigerator cars. 


Mr. VaucHan: The only new cars we manufacture in our own shops are 
refrigerator cars. All the other equipment will be made in commercial shops. 


Mr. JAckMAN: May I ask a question about those American cars which 
are very different in design, with these bedroom affairs that they have and 
all the rest of it. Is it just competition which is forcing the pace there or are 
they more economical inasmuch as they accommodate more passengers with 
comfort? 


Mr. Vaucuan: A little of both, I think. First of all, there was the competi- 
tion of buses on the highways with the railroads. Then one or two railroads 
started building streamlined trains and the other railroads thought they had to 
follow suit. There have been a lot of statistics prepared which we have gone 
over carefully, as to the cost of operating these trains. Most of the streamlined 
trains show satisfactory results. But, on the other hand, we do not know the 
business that these streamlined trains have taken away from their other trains. 
We have given a lot of study to this matter and we are still studying it. We 
have a committee studying the matter of diesel equipment versus steam equip- 
ment, and streamlined trains versus standard types of trains, and we have 
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not yet concluded what is the right thing to do in the interest of. all concerned. 
We want to give the people in Canada the best possible service; and what they 
want most, I presume, is a comfortable ride on a good modern train. 

Mr. JAckMAN: Yes, until they see there is something better. 

Mr. VaucHAN: We realize we have to keep abreast of the times. 

Mr. JACKMAN: We are slipping a bit at the moment, are we not, because of 
war necessity, perhaps? 

Mr. VaucHan: I beg your pardon? 7 
Mr. Jackman: Are we not slipping a bit at the moment? For instance, ~ 
when you see the New York Central train come into the Union Station at 
Toronto, it is a pretty smart thing in comparison with anything on either of 
the Canadian lines. 

Mr. VaucgHan: The New York Central has some very nice trains. But I q 
do not think you would find them more comfortable trains to travel in, than our 
important trains. 

Mr. JAcKMAN: It has much nicer colours. 

Mr. VaucHaN: It is decorated in probably a more extreme way than our . 
cars are. But, as I say, I think we will have something very nice for the 
travelling public when we get this new equipment built. | 

Mr. Mutcu: Are you considering expansion of the room cars; I mean in 
the number of room cars? 

Mr. VAUGHAN: Yes, we are. 

The CuHarrman: Are there any other questions, gentlemen? 

Mr. Hazen: What do you mean by hire-purchase agreements? 


Hon. Mr. CuHrvrier: They are conditional sales agreements; they are 
the same as conditional sales agreements. 


Mr. JAcKMAN: It is the instalment principle. 
Mr. Hazen: Between the government and the railway? 
Hon. Mr. Curvriser: Yes. 


Mr. Hazen: If it is a conditional sales agreement, where is the title? 
Who are the parties to it? Who is the vendor and who is the purchaser? 


Mr. VaucHan: The ultimate purchaser is the Canadian National Rail- 
ways. 
Mr. Hazen: Are there two parties to the agreement? 


Mr. Vaucuan: Yes. We have properly executed agreements with the 
government. There are usually serial payments which are paid-off so much 
each year to the government. It is a standard hire-purchase agreement very 
similar to the standard equipment trusts which are in effect all over the North — 
American continent. The only difference is that our arrangement is in effect 
with the government. 4 
Mr. Hazen: In other words, the government buys the equipment ses sells ~ 
it to you under an agreement of this kind? | 


Mr. VaucHaN: Exactly. 


Mr. Picarp: In that program of replacements, folowing up Mr. Jackman’s 
idea, did I understand you to say that you intend to bring in new types of trains 
or do you intend to carry on with the old types? Is it Just the new ones that 
you ake going to have built, new passenger cars or pullman cars or whatever 
it is? 


Mr. VaucHan: The equipment in this budget here is of an improved type 
on our present standard equipment. There is none of the ultra streamlined 
equipment in here. 
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Mr. Picarp: We were talking about comfort on the American lines. Is it 
because of the undercarriage on the new cars on the American lines that they 
run more smoothly? 


Mr. Vaucuan: I do not think so. We have the most modern trucks on 


our.cars, and we believe our cars ride just as well as their cars do over there, 


even their newest types of cars. 


Mr. Prcarp: How do you account for the fact that the New York- 
Washington, for instance, would run much more smoothly than other trains? 
Would that be on account of the road bed being of cement blocks, or what is 
the reason for that? 

~Mr. Vaucuan: It depends upon what railroad you are referring to, and 
what part of the railway you are travelling on. We think we have a road from 


ee to Chicago which is as good as that of any railroad on the continent, 
almost. 


_ Mr. Picarp: I do not object to Montreal-Chicago. I am referring to the 
lines in Canada here, because the Montreal-Chicago line, after all, is one where 
you have only from Toronto to Detroit in Canada. The balance is in the 
United States, so there you have more competition, and your road bed is very 
much better although the equipment is the same. That might confirm my idea 


that maybe the road bed or the fact that they have some certain other features 
accounts for it. 


: oe VAUGHAN: The road bed undoubtedly has much to do with the comfort 
of a trip. 


Mr. Picarp: That might account oftentimes for the smoother running of 
some of the trains? 


Mr. VauGcHAN: Yes. 
The Cuarrman: Are there any other questions, gentlemen? 


Mr. JAcKMAN: Mr. Vaughan, would you just say a word about labour 
relations—I know we touched on it very briefly here—And also on the rate 


structure, in view of the rising costs which the railways have to meet, including 


increased wage costs. What are your ideas on that now? 

Mr. VaucHan: The newspapers some time ago had quite a bit to say about 
the railways having applied or were going to apply for an increase in freight 
rates. The railways have not, up to the present time, applied for any increase 
in freight rates, nor have they prepared a case as yet. We did not feel that it 
was in the interest of the economy of the country to apply for an increase in 
freight rates so long as we could pay our way. I cannot say what will happen 
in the future. If the railways cannot pay their way, then there certainly should 
be adjustment in the rates to enable them to pay their way. 

Mr. JACKMAN: You are all right for the time being? 

Mr. VAUGHAN: Yes. 

Mr. Rerp: I hope the rates are adjusted out in British Columbia, because 
we are sure paying for it out there. 

~ Mr. JAckmAN: Your labour relations are satisfactory, you say. You have 
a certain number of appeals? 

Mr. Vaucuan: Our labour relations are satisfactory. In fact, we have the 

best of labour relations, with our men. Naturally, they are asking for increased 


- wages from time to time, and they are matters of negotiation. 


Mr. JACKMAN: How is your office staff? Let us take those between $2,000, 
roughly and $3,000 or $4,000, who have not received the cost-of-living bonus. 
Have you had permission at all to give them any kind of increase during the 


last four or five years? 
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Mr. Vaucuan: I think we had permission from the Salary Control Board 
to give our men receiving under $400 a month an increase? 

Mr. Watton: Under $400. 

Mr. Vaucuan: Yes, to our men under $400 a month, those who had not 
received the cost-of-living bonus and other increases, we were authorized by 
the Salary Control Board to give up to $40 per month increase. 

Mr. Jackman: Up to $40? 

Mr. VaucHaNn: Up to $40 per month increase. 

Mr. JackMAN: That would be, in percentage, about 10 per cent? 

Mr. VaucHan: Around there. 


Mr. Jackman: And that class of help is reasonably content then at the 
present time? 


Mr. VauGcuan: I think so. 


Mr. JAcKMAN: Does your system have regular pay increases according to 
the number of years served as the Civil Service does, for instance, until they 
eet to a certain maximum? 


Mr. VaucHan: No, sir. We have no system under which our men are 
increased annually a-certain amount. We pay them what we think the position 
they occupy is worth. 


Mr. Jackman: And every man is on his own feet, as 1t were? 
Mr. VAUGHAN: Yes. 


Mr. JacKMAN: I suppose that a good many of the men, particularly those 
in the junior executive class on the road, must have been entitled, had there not 
been any regulations to the contrary, to a good deal more than a 10 per cent 
increase in the last four or five years? 


Mr. VaucHan: The rates of pay of our men were frozen, and we were unable 
to do anything for them. But we did subsequently get this authority from the 
Salary Control Board to give those who had not participated in the other 
increases this $40 a month which I spoke about. As far as the men above 


$400: a month are concerned, we have an application before the War Labour ~ 


Board now for an increase for them. They are the only ones who have not 
participated in any increase, except in the case of promotion. 


Mr. JackMAN: That is, the ones above $4,000? 
Mr. Vaucuan: Above $400 a month. 


Mr. Warton: You spoke about the War Labour Board, which was not quite 
correct. 

Mr. VavuGcHan: I said “War Labour Board”. I am wrong there. I should 
have said “Salary Control”. 


Mr. JackMAN: Take the case of a clerk who was getting $2,000 a year five 
years ago, a man of 25 or so, and who would normally expect, I presume, in an 
organization where he is doing a good job, perhaps an exceptional job, that he 
would after five years be getting $3,000 or $3,200 a year. He is not getting 
that, and you find there is no dissatisfaction from that? 


Mr. VaucHan: No doubt some of our men, a number of our men, feel 
they should get higher salaries than they are paid at.the present time. The 
depression, of course, set everybody back. There were very few promotions or 
increases in salary during the depression period. Then, of course, when the war 
came along, their salaries were frozen and we could not do anything for them 
unless they had a change in position. Men who have had a change in position 
have been paid the rate that went with that position. 


: 
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Mr. JACKMAN: So some men really, on account of the depression and the 
inability of the railway to treat them as generously as they might like to treat 
them, have in effect been frozen for a good many years, apart from the vary 
small 10 per cent increase, perhaps? 

Mr. Vaucuan: There are officers in our system occupying the same position 
as they occupied many years ago, whom I am sorry to say we have been unable 
to give any increase to. We could not afford it for a long time; and now, when 
“we can afford it, we are unable to do it. 

Mr. JACKMAN: Suppose a man does get into a $2,000 a year position with 
the railway, or a $2,500 position, and stays in that position. Is it the practice 
of the railway to occasionally give him a small advance in recognition of his 
greater ability? 

Mr. Vaueuan: We would do that if he was a particularly good man. But 
the positions on our line are pretty well rated. We have a maximum fixed for a 
certain position; and when a man gets up to that rate, he cannot expect very 
much more for that particular position. 

-Mr. JAcKMAN: There is no union among your white-collar workers? 

Mr. VaucHAN: Some of our men are in what is known as the Canadian 
Brotherhood of Railroad Employees. A number of our men are in that 
organization. Others are not in any organization. 

Mr. JAcKMAN: There is a union open to the men, no matter how high up 
they climb on the executive ladder, is there? 

Mr. VaucHANn: A union? 

Mr. JACKMAN: Yes. 

Mr. VauGHan: No, sir. 

Mr. JACKMAN: You said that there are some offices who do belong to this 
brotherhood. 

Mr. VAuGHAN: Well, take for instance, our audit offices. Are they in the 
brotherhood Mr. Cooper? 

Mr. Cooprmr: Not the revenue officers. The revenue office is organized, but 
it is represented by a group of the men themselves. But our Toronto Regional 
Disbursements Office is organized under the C. B. of R. E., and the Moncton 
office is also organized, but the Winnipeg office is not. 

Mr. Jackman: Do you take any university men at all into your 
organization? 

Mr. VaucHAN: We have some university men, and I think we should take 
in more university men. It is difficult to do that unless we get them immediately 
they leave college, because the question of seniority is involved. A great many 
of our engineering officers, of course, are university men. 

Mr. JACKMAN: But it has not been the practice of the railroads, either here 
or in the United States, I suppose, in the years gone by, to do more than promote 
the senior men coming up from the ranks, which is perhaps a very good system. 
But there are certain benefits which might flow from the introduction of a 
certain number of university men into certain fields of operation. 

Mr. Vaucuan: I think the time is coming when we should take in some 
young university men each year and move them around to different positions 
and see if we can make executives out of them. 

Mr. Jackman: It has not gone on extensively at all in past? 

Mr. VaucHan: No, sir. 

The CuarrMAN: Well, gentlemen, is that all for the budget? I think the 
motion is in order, and I believe Mr. Beaudoin has moved the adoption of the 
budget. Will any one second that? 
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Mr. Beuztte: I will second that. 
Motion agreed to. 


Mr. Beauporn: What will be the next item that this committee will deal 


with? 

The CHAIRMAN: ‘Canadian National (West Indies) Steamships, Limited 
report. If we could take up this report I think that would be in order with 
the approval of the committee. You have copies of that report with you, I 
believe. , 

Mr. Reto: I have one or two questions I would like to ask Mr. Vaughan 
and Mr. Cooper regarding the Canadian National (West Indies) Steamships, 
Limited. 

Mr. VaucHan: Might I suggest first that I read this short report at the 


beginning and then questions can be asked afterwards. I may say that our e. 


report for 1944 was a short one. The boats were operating under the direction 
of the navy, or shipping board, and it was considered undesirable at that time 
to give details of their movements. I will read the report. 

On behalf of the Board of Directors of Canadian National (West Indies) 
Steamships, Limited, I beg to submit the Annual Report of that Company for 
the Calendar year 1944. 

The Balance Sheet as at December 31st, 1944, and the Income Account 
for the year 1944 are appended hereto. 

Summarized, the operating results for the year as compared with the 
results for the previous year were as follows: 


1944 1943 Increase 
Operating , 
Revenues $5,378,058.55 $4,492,188.94 $ 885,869.61 19.72% 
Operating , 
Expenses 3,403,725.74 3,188,578.72 215,147.02 6.75% 
Operating 
Profit $1,974,332.81 $1,303,610.22 $ 670,722.59 


From the operating profit for 1944 there has been paid $521,700 for bond 


interest and exchange and $181,246.06 for interest on Government Notes and 
Advances, leaving an income surplus for the year of $1,271,386.75, which has 
been paid to the Government in reduction of interest arrears and capital 
advances to the Company. 

The Directors desire to pay sincere tribute to the loyalty and efficiency dis- 
played by the officers and employees of the Company during another year of 
wartime operation. 


The CuatrmMan: Are there any questions? 


Mr. Rei: My first question deals with liabilities: “25 Year 5% Dominion 


of Canada Gold Bonds due in 1955, $9,400,000”; and on the assets side, total 
assets for the vessels, plant and equipment, office furniture and fixtures, 
$5,615,097.78. My question is: I presume if you have liabilities of over 
$9,000 000 that the money was spent more or less on vessels, plant and equip- 
ment and furniture and so on, and I am asking why the assets, the real 
physical working operation of ‘the steamships only amount to a little over 
$5,500,000 compared with a loan of $9,400,000? 


Mr. VauGHAN: Some of the vessels have been lost. You notice certain 
other items in the assets. I think Mr. Cooper can answer you better. 


Mr. Rem: I realize that inventories of stores and supplies etc. bring the © 


figure up to $15,000,000, but I am speaking of those other items, vessels, plant 
and equipment, office furniture and fixtures. 
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Mr. VaucHan: You can see that we have an insurance and replacement 
fund, $7,267,865.29. 

Hon. Mr. Curvrier: That really should be added to the $5,589,000; those 
were vessels lost at sea. That would give you almost $13,000,000 for vessels. 

Mr. Reip: Why was‘the depreciation less in 1944 than in 1943? 

Mr. VaucHan: That would be because there were fewer boats, I presume. 

Mr. Cooper: Yes. 

Mr. Rei: Regarding subsidies, why do the subsidies change each year? 
You received $177,200 and $137,772 in 1945. That is the subsidy given by 
the government. Why was it less? | 

Mr. VaucHan: ‘The subsidies are not paid by the Canadian government: 
the subsidies are paid by a number of islands in the West Indies, We have 
been unable to perform some of the services for which those subsidies were paid. 
We have been unable to have our vessels call at those islands at certain times 
and, therefore, the full subsidy was not payable and it was adjusted. 

Mr. Rem: How many vessels have you? 


Mr. VaucHAN: In the Canadian National (West Indies) service there 
are the Lady Nelson, Lady Rodney, Cathcart, Cavalier, Connector, Chomdey 
and Colborne. The Lady Nelson is a hospital ship and the Lady Rodney is 
a troop ship. In 1944 we were operating a number of Park Steamship Company 
boats for the government. Altogether, we were operating about twenty-four 


vessels in 1944. 


Mr. Rem: I suppose the passenger revenues are only a small item? 

Mr. VaucHan: ‘There was practically no passenger revenue at all in the 
last few years. 

Mr. NicHotson: How soon do you expect to have the passenger service 
resumed? . 

Mr. VaucHan: Three of the Lady boats out of five were sunk by enemy 


action; the other two were requisitioned by the government. One is a hospital 


ship and the other one is a troop ship. We do not expect to get those boats 
back until, perhaps, next mid-summer—may be sooner than that—and it will 
take three or four months approximately to put those boats in condition to 
carry passengers. 

Mr. MutcuH: Is the Lady Rodney still running troops? 

Mr. VAUGHAN: Yes. 

Mr. Rem: There seems to be a wrong item in here, that item of over 
$500,000. That seems to be a lot of money outstanding for those three items 
when one considers the revenue from freight? 

Mr. Cooper: It is a large item, but nevertheless there is nothing wrong 
with it. 

Mr. Re: I am not saying there is. Is that from one year’s operation due 
the company? 

Mr. Coorrr: That is the amount outstanding at the end of the year. 

Mr. VaucHan: There would be a considerable amount of that due from 
the Canadian government for the rental of those two boats which they have 
requisitioned. There is always a considerable amount outstanding. That would 


be the principal amount outstanding. 


Mr. Nicuoitson: The Canadian government is sure pay, but somewhat 


~ slow, I suppose. 


_ Mr. VaucHan: Sometimes. 
Mr. JAcKMAN: You seem to carry about a 75 per cent increase in gross 
and net profits. Are you likely to continue that very favourable trend? 
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Mr. VaucHan: No, sir, I do not think we will. We have certain agency 
profits which may disappear. We have been operating boats for the ministry 
of war transport and we have been operating a number of foreign boats— 
Danish, Finnish and French—but most of them have been handed back to 
those countries, and I do not think our position for next year—that is for 
1946—will be as good as for 1945. 

Mr. Jackman: Will any change in Empire tariffs have an effect on the 
Canada-West Indies arrangement? 

Mr. VaucHAn: It might. 

Mr. Jackman: What are you expecting to happen generally in the Cana- 
dian National (West Indies) Steamships, Limited? 

Mr. VaucHan: I would like to be able to tell you, Mr. Jackman, but 
that is beyond me. I do not know. 

Hon. Mr. Cuevrrer: Perhaps I should say something on that. I think 
the whole future depends upon what will be done with the trade agreement 
with the West Indies. The trade agreement existing at the moment will ter- 
minate six months after hostilities cease. Whether the agreement will be 
renewed or not, I do not know. If it is renewed, that brings up the question 
of freight and passenger traffic on those lines; if it is not renewed I do not 
know what will happen. 

Mr. Hazen: When does it terminate, six months after the declaration by 
the government? 

Hon. Mr. Cuerveter: I cannot answer that; I do not know what the 
agreement says; but I do not think it is six months after the declaration. I 
would think it is six months. 

Mr. Hazen: After the termination? 

Hon. Mr. CuHrvrier: Yes. 

Mr. VaucHan: The agreement itself, Mr. Minister, could be cancelled on 
six months’ notice. It expired some time ago, but I think as you say it has 
been carried on in the meantime. 

Hon. Mr. Crevrier: Neither of the parties has given -notice. 

Mr, VauGHAN: No. 

Mr. Jackman: During the years this line has been running with a subsidy, 
it received subsidies under the agreement. Is it still necessary for it to have a 
government subsidy, or is the traffic now such that it can operate economically? 

Mr. VaucHan: We have not had any assistance from the government 
for some time. We have had, as the statement shows, some profit the last 
few years. In the early stages there were losses sustained. You may probably 
recall that when the Canada-West Indies trade agreement was entered into, 
Canada undertook to provide certain specific services; the number of boats 
to be in these services, ports of call, frequencies of service, are all set out in 
the agreement. At that time the Dominion of Canada advertised for tenders 
for the operation of these services. I think they only got one reply which was 
for the eastern service, and the company tendering wanted something like 
$500,000 to $600,000 per annum subsidy to perform the service. They received 
no tender for the western service because I presume the subsidy they would 
have to ask for that service would be so large they would not be able to get — 
it. It is fair to say, though, that a subsidy of at least a million dollars a year 
would have had to be paid for both services. The Dominion of Canada then 
decided that the Canadian National-West Indies Steamships would under- — 
take this service, which we did, although we did not get the subsidy which — 
the commercial lines asked for, and had we been given such a subsidy there — 
never ,at any time would have been a deficit shown. ; 


# 
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- Mr. Jackman: Is the service worth continuing on an economic basis? 

Mr. Vauacuan: -I think it is, yes. The service is very valuable to Canada. 
All. the Caribean countries want this service continued. 

Mr. Jackman: What about the co-operation of the various countries con- 
cerned? 

Mr. VaucHAN: The subsidies they give are of course a mere bagatelle. I 
think there was a meeting of the Caribean boards of trade some time ago and 
they petitioned the Canadian government for a renewal of the Canadian-West 
Indies trade agreement, and for a continuance of these services. The people 
down there are very well pleased with the services. I believe whether the 
Canada-West Indies trade agreement is renewed or not that these services in 
a limited way should continue, otherwise the export trade of Canada will suffer 
very materially. Canada has been the main source of supply for .the West 
Indies all during the war, and these boats have performed that service. 

Mr. JACKMAN: So the way things stand now the service has paid for itself 
and in addition provides an outlet for Canadian products? 

Mr. VaucHan: In recent years. 

Mr. JAckMAN: Would that apply just for the last year? 

Mr. Vaucuan: No, I think for the last four or five. 

Mr. Hazen: When did we commence to carry on the business of the Cana- 
dian National (West Indies) Steamships? 

Mr. VaucHan: My recollection is, about 1929; is that right? 

Mr. Cooprr: 1929, yes, sir. 

The CuarrmMan: Gentlemen, could we adopt the balance sheet? Is that 
asking too much? 

Mr. JaAckmAN: Well, Mr. Vaughan, we are not at all concerned about 
letting the government clean up that $8,000,000 which has accumulated during 
the years; that does not seem to worry anyone. It is not very happy in the 
balance sheet. 

Mr. Vaueuan: No, We are not happy having it in the balance sheet. 
We did get an adjustment of the interest the government were charging us on 
that, which up to a year ago was 5 per cent, but eventually they reduced it to 
3-5 per cent. We feel that the operating deficits should not have been carried in 
the balance sheet, that it should have been taken care of from year to year, _ 

Mr. Hazen: You lost about $500,000 average since the company com- 
menced to operate? ; : 

Mr. VaucHan: Hardly that much. 

Mr. Hazen: Well, what is it then? 

Hon. Mr. Cuevrirrr: There has been a substantial profit since 1940. A 
loss was shown prior to that. 

Mr. Vaucuan: The debits are shown there from 1929 to 1934; amounting 
to $5,039,000 for those years. 

Mr. Hazen: The deficit is $8,070,000, is it not? 

Mr. VAUGHAN: Yes. 

Mr. Hazen: And if you divide that by 16, would you not get about 
$500,000? 

Mr. Vaucuan: Yes, I presume itis about that. 

Mr. Hazen: You have been losing on an average half a million dollars a 
year on the operations? 

Mr. VaucHan: Even at that it is not costing half what the government 
would have had to pay in subsidies to commercial lines based on the tenders 
put in by them. 

47815—3 
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Mr. Hazen: Subsidies for what? a 

Mr. VaucHan: For the operation of the service. Nobody would have under- ee: 
taken the service without a subsidy. As I say, the dominion government called ee. 
for tenders, and they only got one tender. That company asked for $500,000 for 
the eastern service only, and they would not quote at all on the western service 
which is Nassau, Jamaica and British Honduras. The government would have 
had to pay a higher subsidy for the western service so it is fair to say, I believe, 
that the subsidy asked by commercial services for the two would have been at — 
least $1,000,000. So taking into account these losses they are much less than 
the government would have had to pay if commercial companies had been_ 
operating the service. : 

Hon. Mr. Cuevrrer: The government did pay subsidies to certain com- 
panies before Canadian National Steamships took it over. 

Mr. Hazen: What did they amount to? 

Mr. VaucHan: The government paid a subsidy for many years to the 
old Royal Mail Steamship Company which operated four old boats which 
had been written off their books. They paid a subsidy of between $300,000 and 
$400,000 a year for the eastern service only. 

Mr. Hazen: Do you think that a loss of half a million dollars a year isa 
justified for the results obtained? 7 

Mr. VAUGHAN: Yes. ‘ 

Hon. Mr. Cunvrter: Your people in the maritimes are very strongly in- 3 
favor of that. 

Mr. Hazen: I am asking Mr. Vaughan. ee 

Hon. Mr. Cuevrrer: I thought you would be interested in knowing thats 
several resolutions have come from boards of trade in the maritimes favoring — 
that. : 

Mr. Hazen: I know that. : 

Mr. VauGHAN: I should like to point out that most of that loss is represented 
by depreciation. What is the cash loss? 

Mr. Cooper: About $250,000 a year. It averages that. 

Mr. JAcKMAN: Have you got boats on order to replace the ones which were 
sunk? 

Mr. VauaHan: We have no new vessels on order. I should qualify that. 
There are three vessels being built which were started under the wartime ship- 
building program. They are improved freighters with a small amount of 
passenger accommodation. They will be turned over to us when they are com- 
pleted for this service. | a 

Mr. Jackman: There is no definite policy in regard to the future of this 
company at the present time. 

Hon. Mr. Cuevrter: I do not think there can be until we decide whether 
it will be advisable to renew the agreement. eo 

Mr. Jackman: May I ask another question? The United Fruit Company 
brings up a lot of bananas from Guatemala and Salvador to New York. Is 3 
there any reason why we should not be able to get the transportation of those 
fruits into Canada? ee 

Mr. Vaucuan: If we had the vessels available I think perhaps we could — 

; 
a 


get some of that banana business. We did carry very large quantities of bananas 
before the war in our boats. ba 


Mr. JAcKMAN: From the West Indies? 2 
Mr. VaucHan: Yes, we brought most of the bananas into Canada on our 


boats before the war. SS 
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Mr. Hazen: Do the United Fruit boats come into Canadian ports? 


Mr. VaucHaAN: The United Fruit Company had one boat which came into 
St. John at infrequent intervals. 


Mr. Hazen: Yes. I know when it came there. 


Mr. VauGHAN: Yes. But we carried most of the bananas into Canada in 
our vessels. 


Mr. Hazen: What is to become of the Park boats? Are there any plans 
about those? You are still operating them, are you? 

Mr. VaucHan: We are operating a number of Park boats, yes. We will 
continue to use those boats as long as there is freight for them. They have been 
assigned to us on the same basis as other vessels of the Park Steamship Company 
have been assigned to various commercial shipping companies. 

Mr. Picarp: I move the adoption of the report. 

Mr. Bravuporn: I second the motion, Mr. Chairman. 

Mr. CuHarrMan: Is that O.K.? 

Mr. JACKMAN: It must be 6 o’clock. 

Mr. Breaupoin: Are we adopting at the same time page 6 of the budget? 

The CHatrMan: What about the budget? 

Mr. Picarp: That is included in the motion. 

Mr. JACKMAN: There are no capital items in that part of the budget at all. 

Mr. VaucHAN: No. No capital expenditures. 


Mr. Jackman: Just what increased operations show. There is nothing to 
debate. 


Motion agreed to. 
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CONSOLIDATED INCOME ACCOUNT 


OPERATING REVENUE: 


1944 1948 
Here ume a Neen ictal ee ahs aca kaa VO $ 4,125,593.02 $3,503,027.22 
ne ea Ee, GAC. deg Gm oe Sa aR Si25.6,0 leer 13,295.52 
GAC ING OU Spots vias ee atte s «cu see « aegte atuaees 262,880.93 112,282.25 
SNOT SIGNS Sin nae ea ee OG ea eS ae es 177,200.00 172,770.00 
URC as 2 Ns Ga, Pear na meet eee ce eA enw Bras 804,152.99 690,813.95 
RC eR Miers oe ks PAu ta) he shee ae .. $5,378,058.55 $ 4,492,188.94 
OPERATING H}XPENSES: : 
GHOSeen VOW CCS> cea GoW tenae AC hese rs da $ 3,004,628.20 $2,740,371.98 
Depreciationsons Vesselsin sia so. 2. Sas sa ark eos 243,158.05 239 362.63 
Management and Office Salaries............ 119,685.66 99,191.17 
| PPT aiN SINCE BAP een ORG Seer apa araCEreaT: Rar beers CWeRe Seca 3,338.00 81,470.68 
(RNP Gyeh 7rd beg a gVel oc Bae eee err OR Slate SCM Mae Rec 32,915.83: 28,182.26 
Tot a Be a So ih et ine eee gee ck eer rae Oe $ 3,403,725.74 $ 3,188,578.72 
CJR SLST SENS Nal tap BAO) Hae Key ered a ae ale Pea ar a $ 1,974,3832.81 $1,303,610.22 
Imfteresteone Bondssheld- by Publie.. 275.2. ../08 - 470,000.00: 470,000.00 
Hxelieeson 2Us5. cP UNdSG ae De Ser 8 51,700.00 51,700.00 
Interest on Government Notes and Advances... 181,246.06 343 072.94 
US eee ie er EN aes a Pigs oerecees $ 1,271,386.75 $ 488,837.28 


The CHAIRMAN: Very well, gentlemen. That is the West Indies report. 
The next meeting, if it is agreeable to the committee, will be to-morrow morning 
at 11 o’clock in room 497. There is some difficulty about rooms to-morrow. 
Will 11 o’clock to-morrow be satisfactory to the committee? 

Some Hon. Members: Yes. 

Mr. Hazan: What are you going to take up? 

The CHAIRMAN: We have yet the securities trust report, the auditors’ 
report and the minister’s estimates. 

Mr. Jackman: And the Trans-Canada Air Lines. 

Mr. Hazen: The minister’s what? 

The CHAIRMAN: The minister’s estimates. You have three. 

Hon. Mr. Cuevrier: There are three estimates referred to the committee. 

The CHAIRMAN: I mentioned the Trans-Canada Air Lines the other day. 
We have to give some notice to bring officials here from Winnipeg and so on. 
I mentioned the other day if it is possible to conclude this part of the proceed- 
ings this week, then we can go on with the Trans-Canada Air Lines next 
week, if that is agreeable to the committee. We have not much left. We 
should be able to get through that. That is not going too far, is it? We 
should be able to get through Canadian National Securities Trust, the auditors’ 
report and the estimates. 
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Hon. Mr. Cuevrier: I do not think we should go on with the Trans- 


Canada Air Lines report until we finish this. 


Mr. Jackman: No. That is all right. I wondered which we would take a 


up first, that or the matter which Mr. Howe has referred to in the House. 


Hon. Mr. Curvrier: The point there was to see that the officers were avail- 


able. Mr. Symington is in Montreal and while he may have been here this 
week, I doubt whether the officers would have been. 
Mr- JackMAN: When does Mr. Howe expect third reading on that matter? 


Hon. Mr. Cuevrier: He has to get second reading first, which will be 


to-morrow, I hope. 


The CHAIRMAN: There is just one more thing, gentlemen. I am new on ‘ 


this committee, and I am not sure whether this reference from the House 
should be taken up first or whether the Trans-Canada Air Lines report should be. 

Mr. JackMAN: The reference from the House on the T.C.A. 

Hon. Mr. Cueverer: No. I think we should complete this business first 
and discuss the Trans-Canada Air Lines afterwards. 

Mr. Braupoin: That is most logical. 


Mr. JACKMAN: There is the suggestion as to whether we should take the 


T.C.A. report first or the reference on the T-C.A. from the House. 
Hon. Mr. Curverer: That is a matter that we can discuss next week, I 
think. | 


ities trust report and the minister’s estimates. 


Mr. Jackman: We will sit at 11 o’clock in the morning and in the a 


afternoon? 


The Cuarrman: Say 4 in the afternoon, if that is agreeable to the commit- _ 


tee. We will now adjourn. 


The committee adjourned at 6.15 p.m. to meet again on Thursday, October 


25, at 11 o’clock a.m. 
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The CuatrMan: We can discuss that. We shall try to finish this to-morrow, 
everything in connection with the railway; that is, the auditors’ report, secur- 
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MINUTES OF PROCEEDINGS 


Room 497 
THurspAy, October 25, 1945. 


The Standing Committee on Railway and Shipping owned, operated and 
controlled by the Government met. this day at 11 o’clock am. Mr. Murray 
Clark, Chairman, presided. 


Members present: Messrs: Chevrier, Clark, Coyle, Beaudoin, Emmerson, 
Gibson (Comox-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, 
Maybank, Nicholson, Reid. 


In attendance: Mr. R. C. Vaughan, Chairman, and President; Mr..N. B. 
Walton, C.B.E., Executive Vice-President; Mr. T. H. Cooper, Comptroller; of 
Canadian National Railways. Mr. C. P. Edwards, O.B.E., Deputy Minister of 
Transport. Mr. F. M. Maclennan, secretary, The Canadian National Railways 
Securities Trust. Mr. O. A. Matthews and Mr. F. M. Stone of the firm of 
George A. Touche & Co. Auditors. 


Mr. R. C. Vaughan tabled certain returns requested by the Committee at 
the preceding meeting. These returns appear as Appendices “A”, “B”, “C” and 
“D” to the Minutes of Evidence of this day. 


Certain questions were asked arising of the consideration of the Annual 
Report of Canadian National (West Indies) Steamships, Limited, which were 
answered by Mr. Vaughan and Mr. Cooper. 


/ 


The Committee then proceeded with its consideration of the Canadian 
National Railways Securities Trust for the Calendar year 1944. Mr. Cooper, 
Comptroller, at the invitation of the members, gave the Committee an outline 
of the purpose behind the setting up of the Securities Trust. 


At the conclusion of the study of the Annual Report, presented by Mr. 
Cooper, Mr. Beaudoin proposed its adoption and the question being put it 
was carried unanimously. 


The Committee then proceeded with the consideration of the Report of the 
Auditors to Parliament as it relates to the Canadian National Railway System, 
The Canadian National Railways Securities Trust and the Canadian National 
(West Indies) Steamships, Limited. Mr. O. A. Matthews and Mr. I’, M. Stone, 
of the firm of George A. Touche & Co., Auditors, were called. 


Mr. Matthews presented the Report and the discussion thereon, was 
adjourned to the next meeting. 


At 1.10 o’clock p.m. the Committee adjourned to meet again at 4 o’clock: 
p.m. the same day. 
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Room 497 
Tuurspay, October 25, 1945. 


The Committee met again this day at 4 o’clock p.m. Mr. Ralph Maybank, 
Vice-Chairman, presided. 


Members present: Messrs: Chevrier, Coyle, Beaudoin, Belzile, Bourget, 
Emmerson, Harkness, Harris (Grey-Bruce), Hazen, Jackman, LaCroix, 
Maybank, McCulloch (Pictou), Moore, Mutch, Nicholson, Reid. 


In attendance: The Officers and officials mentioned as being present at the 
morning sitting with, in addition, Mr. J. G. MacLachlan, Manager of the 
Hudson Bay Railway. 


The Committee resumed from the morning’s sitting the consideration of the 
Auditors’ Report to Parliament. 


Mr. O. A. Matthews was again heard. Other questions arising out of the 
Report were answered by Messrs. Vaughan, Walton and Cooper. 


On motion of Mr. Reid, the Report of the Auditors as it relates to The 
Canadian National Railways System, The Canadian National Securities Trust 
and The Canadian National (West Indies) Steamships, Limited, was adopted 
unanimously. 


The following items of the Estimates for the year ending 31st March 1946 
‘were considered, namely: | 


Vote No. 377, Maritime Freight Rates Act, Canadian National Railways; 
On motion of Mr. McCulloch the said item was adopted unanimously. 


Vote No. 378, Maritime Freight Rates Act, Railways other than Canadian 
National Railways; 


On motion of Mr. Reid, the said item was adopted unanimously. 
Vote No. 421—Prince Edward Island Car Ferry and Terminal Deficit. 
On motion of Mr. McCulloch, the said item was adopted unanimously. 


The Committee agreed that Mr. Maybank, the Vice-Chairman, would 
present the necessary Report to the House recommending the adoption of the 
above Items of the Estimates. 


Mr. J. G. MacLachlan, Manager of the Hudson Bay Railway, was called. 
He presented to the Committee a Finacial Report on the Operations of the said 
Railway, which report appears as Appendix “D” to this day’s Minutes of 
Evidence. Mr. MacLachlan was questioned thereon and he retired. 


Mr. Maybank, Vice-Chairman, extended the thanks of the Committee to 
Mr. Vaughan and the other Officers of Canadian National Railways for their 
attendance to which Mr. Vaughan expressed the appreciation of the officers and 
himself for the consideration accorded to them by the Committee. 


On the motion of Mr. Mutch, the Committee adjourned to meet again at 
11 o’clock am., Tuesday, October 30, 1945. 


ANTOINE CHASSE, 
Clerk of the Committee. 


~ 
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REPORT TO THE HOUSE 
Fripay, October 26, 1945. 
The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following at its 
SEcOoND REport 


Your Committee has considered the following items of the Estimates for 
the year ending 31st. March, 1946, referred to it on October 17, 1945, and 
recommends their adoption, namely :— 


Vote No. 377—Maritime Freight Rates Act, Canadian Na- 


BLOMUS CUAL WONG ee ter oes oe care ae Oe aes $3,500,000 . 00 
Vote No. 378—Maritime Freight Rates Act, Railways other 

than Canadian National Railways, .................. $ 900,000.00 
Vote No. 421—Prince Edward Island Car Ferry and Term- 

FOS IOC eee alta. ant eee ee acy $ 713,000.00 


All of which is respectfully submitted, 


RALPH MAYBANK, 
Vice-Chairman. 


MINUTES OF EVIDENCE 


House oF Commons, October 25, 1945. 


The Standing Committee on Railways and Shipping met this day at 11.00 
o'clock a.m. The Chairman, Mr. 8S. M. Clark, presided. 


The CuHarrman: There were some questions asked last night om which 
some of the officials would like to file answers. If that is agreeable Mr. Vaughan 
and Mr. Cooper will file answers to certain questions that were asked last night. 


Mr. VaucHan: We were asked for a breakdown of our earnings and 
expenses by regions. I am filing that. 

(Statement of Net Operating Revenue by Regions, 1944, appears as 
Appendix “A”’) 

I think it was Mr. Hazen who asked for a statement of capital expenditures 
for the year 1944 on the Prince Edward Island car ferry and terminals. 

Mr. Hazen: While we are on that I understood you to say: yesterday that 
the cost for a truck was $6. 


Hon. Mr. Cuevrter: I think I said that. 


Mr. Hazen: I should like to have more information on that. Perhaps that 
report shows it. My information is that if a man living on the island takes a 
5-ton truck loaded with potatoes to the mainland, leaves those potatoes there, 
loads up with coal and brings it back it costs him $60.65. My information is 
that it is made up as follows, that he has to pay $10 when he brings the truck 
on the ferry to put it on the car. It has to be put on a car and that costs $10 
each way or $20. Then he has to pay 5 cents a pound, I think it is, for the stuff 
he is hauling. If it is 5 tons that comes to $20, $10 each way. That makes $40. 
Then the driver of the truck pays 65 cents. In addition to that I understand 
there is a further charge. I have not got the memo on it here before me, but I 
understand that it costs a man with a 5-ton truck $65 to take it loaded from the 
island to the mainland and bring it back to the island loaded. The distance is 
about nine miles. 

Mr. Breavupoin: That is provided he comes back with a load. 

Mr. Rep: He would have to get a good price for his potatoes to pay a 
charge of that kind. 

Mr. Hazen: That adds so much to the cost of production. That is what 
they complain about. 

Mr. Vaucuan: We have not got those trucking charges here. I think what 
we had better do is to file a statement of the costs so that it will be on record in 
your proceedings. 

Mr. Hazen: The people on the island complain, and I think naturally, that 
the rate is too high. It certainly works to their disadvantage. When they take 
their potatoes over to the mainland to sell they have that big charge against 
them as overhead, and when they bring back coal for their own use they have 
got a big charge against that. ~ 

Mr. VaucHan: Most of the potatoes are moved by railroad. I do not think 
there are many potatoes moved by truck from the island to the mainland. 

Mr. Emmerson: That would be a man who was peddling, would it not? 
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Mr. Vauauan: Yes. There is a third statement here in response to a 
question asked by Mr. Hazen which gives our capital expenditures by provinces 
on the Atlantic region. | 

(Statement appears as Appendix “B”) 

The CHarrMAN: I should like to ask one question for my own information 
as I often buy potatoes from Prince Edward Island. If I understood you cor- 
rectly you said that the charge was 5 cents a pound, Mr. Hazen. That would be 
at the rate of $3.75 a bag. 

Mr. Hazen: My information is only in the form of a rough note as I have 
it here. I have not got the particulars. Five tons of potatoes cost $20. You can 
work out from that what it costs a pound. 

The CuarrMAN: That is a lot different. Five tons of potatoes would be 
10,000 pounds. That is 2 cents a pound. 

Mr. Hazen: It is 20 cents a hundred pounds, is it not? 

Mr. JAcKMAN: That is more reasonable. . 

The CuHarrMAN: That is why I asked the question. I could not imagine that 
it was 5 cents a pound. These statements have been filed here for your 
information. 

Mr. VaucHAN: There is just one more statement. In order to amplify what 
was said last night regarding Canadian National West Indies steamships if 
agreeable to you, Mr. Chairman, and the committee, I should like Mr. Cooper 
to read a statement in that connection so that is may go on record or we can 
file it and put it on record. It is a summary of the results achieved by Canadian 
National West Indies Steamships from the period of their commencement up 
to the end of 1944. 

Mr. Coorrr: For the sixteen years, 1929 to the end of 1944, the total oper- 
ating revenue was $70,914,886.76. Operating expenses were $62,351,626.63 show- 
ing an operating surplus for the sixteen years of $8,563,260.13. After meeting 
interest on the bonds held by the public which was $6,958,611.12, paying 
exchange and taking care of the discount which was suffered at the time the 
bonds were issued there was a surplus of $746,142.52. Then we have to take up 
interest due the government and depreciation on the vessels. The interest 
due to the government in this period amounted to $4,190,615.86 and the depre- 
ciation charged was $4,625,588.17, so that the deficit of $8,070,061 which appears 
on the balance sheet is entirely due to the charge for interest due the government 
and to the setting up of depreciation. Then I should like to point out that if 
this company were wound up today, that is, at the end of 1944, as against the 
deficit of $8,070,061.51 which was referred to yesterday we have the insurance 
and replacement reserve, $3,411,000. In the event of a winding up, that reserve 
would be transferred to surplus account so that to the end of 1944 the overall 
deficit of this company from the inception of its operations, including all 
operating costs, bond interest, interest due the government and depreciation, 
is $4,658,000. 

Mr. Jackman: And your capital would be intact either by assets in the 
form of ships or in your insurance reserve? 

Mr. Coorer: To the extent we still have vessels in service, 1t would depend 
on the realizable value of those vessels compared with the present book value, 
the net. book value after depreciation. 

Mr. Rew: What induced the C.N.R. to go into the shipping business to 
the West Indies in the first mstance? 

Mr. VaucHAN: That was because of the Canada West Indies agreement. 
It was felt by the government after calling for tenders for the operation of this 
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service that the Canadian National West Indies Steamships could operate a 
better service with less cost to the Dominion of Canada and that has proved 
to be the case. 

The Cuarrman: Is that all on that item? 

Mr. JACKMAN: Have we got that picture clear, Mr. Cooper, on the summary 
of the historical operation of the West Indies Steamship Company? I did not 
follow it too closely, but as I understood it there was almost $9,000,000 in the 
two items, interest due the government and depreciation, against which you 
could offset a small operating profit over the period. Let us call it a net of 
$8,000,000. Then you spoke of an insurance reserve of $4,000,000, was it? 

Mr. Coorrr: The balance sheet shows it as $3,411,000. 

Mr. JACKMAN: So you arrive at a net figure of . 

Mr. Cooper: $4,658,000. 

Mr. Jackman: What about the original capital that went into the situation? 
That is not intact at all, is it? 

Mr. Cooper: Oh, yes, any vessels which have gone out of service have been 
provided for in that figure. Then I mentioned in answer to your question that 
there would have to be taken into consideration the realizable value of our 
assets in comparison with their present net book value. I just wanted to remove 
the impression which seemed to be left with the committee yesterday that this 
company in its operations had lost money apart from interest and depreciation, 
and I am not questioning whether they are correct charges or not. Taking 
into account this reserve which we have on the books the real book deficit 
today is $4,658,000. 

Mr. Hazen: As shown in your statement it was $8,070,000, was it not? 

Mr. Cooper: Yes. 

Mr. Hazen: I took that amount, divided it by 16 and figured out you were 
going behind on an average of half a ‘million dollars a year. 

Mr. Cooper: That is quite right, .but nevertheless we should take into 
consideration the fact that we have this reserve of $3,411,000 which in the 
event of the winding up of the company would be applicable to reduce the book 
deficit of $8,070,000. 

Mr. JAcKMAN: The capital stock is a very nominal item on the balance 
sheet, $40,000? 

Mr. Cooprrr: That is correct. 

Mr. JACKMAN: What else is there against the assets besides that capital 
stock? ‘That is the only proprietorship item. What other money was put into 
the company to acquire assets in the first place or as the company went on 
during the years? 

Mr. VaucHan: There was the bond issue. 

Mr. JACKMAN: $9,400,000. 

Mr. VAUGHAN: Yes. 

Mr. Jackman: The true picture is then that if you have a few ships sunk, 
collect your insurance policies and apply the proceeds to wipe out your deficit 
you have still got your capital hability on the proprietorship account and on 
the borrowing account? 

Mr. VaucHAN: Yes, but we have this reserve Mr. Cooper speaks about as 
well as a number of vessels as ‘assets. 

Mr. JAcKMAN: He has used that once already, Mr. Vaughan. That is 
what I am not quite clear about. 
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Mr. Coorrr: At the end of 1944 we have $15,000,000 of assets, and apart 
from the item of $40,000 of discount they are all good assets, assuming that the 
value of the vessels is all right. I will file with the reporter the statement I 
have used showing the sixteen year income statement, if the committee wishes 
it, which will show the earnings from freight, passenger, and subsidies, and all 
operating costs, a complete breakdown of the deficit of $8,000,000 as shown in 
the balance sheet. 

(Statement appears as Appendix “C’’.) 

The CuarrMANn: Is it agreeable to file that statement? 

Some Hon. Mrmpers: Yes. 

Mr. JAcKMAN: Mr. Hazen’s statement though is not only substantially but 
absolutely correct that during the operating life of this company there has been 
lost. $8,000,000 which, as he pointed out, averages about $500,000 a year. Had it 
not been for the five quite prosperous war years when your volume was up and 
other conditions operated in your favour it would have been substantially more. 
The war years are years which we cannot expect to have repeated with their 
volume of business and other conditions. Is that true? 

Mr. Cooper: There is no very good reason why the item of $3,411,000 shown 
on the balance sheet as being in reserve should not be transferred to surplus 
account in which event the over all deficit would be $4,658,000. 

Mr. JAcKMAN: That reserve on the liability side must be against some asset. 
What asset is it against? It is not an asset; it is a liability. 

Mr. Cooper: It is surplus. If you were arriving at the net surplus you 
would take the gross assets and deduct liabilities. This is not a liability, . 
although it is on the liability side of the balance sheet. 

Mr. JAckmMAN: The balance sheet must balance and the $3,411,000 must be 
found in some form or other in one of the accounts on the asset side. We can 
give credit for $15,000,000 on the asset side but you cannot take credit for a 
reserve on the liability side too, surely? 

Mr. Coorrer: As against an asset. 

Mr. Jackman: If we give you credit for $15,000,000 of assets in this com- 
pany those are all the assets you have? 

Mr. Coorrr: Right. 

Mr. JAcKMAN: If you take your liabilities the $9,400,000 is a real liability; 
the $6,000,000 is a real liability and your current liabilities are $1,200,000. They 
are real. Your unadjusted credits are not important anyway but accrued depre- 
ciation is certainly real. 

Mr. Cooper: You must stop there when you are considering liabilities. 

Mr. JAcKMAN: It is not a liability to the public. That is quite true, but in 
order not to overstate your profits or to understate your losses you must set up 
your depreciation. I presume you have maintained the original book value of 
your assets and do not carry your ships at their depreciated value on the asset 
side. You measure the depreciation on the liability side. We might just as 
well transfer the $2,700,000 over to the asset side under vessels and take a net 
figure of $5,500,000 less $2,700,000? 

Mr. Cooper: Quite correct. 

Mr. JackMAN: That is a real liability inasmuch as it measures the deficiency 
of an item on the asset side? 

Mr. Cooper: Right, and if you do what you say you will arrive at a net 
deficiency in assets as compared with liabilities of $4,658,000. 

Mr. Jackman; I still do not see why it is not $8,000,000 as your balance 
sheet states. The item of $3,411,000 is the one which we are discussing. 
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Mr. Cooper: Which is a reserve and which can be transferred to surplus or 
applied in reduction of the deficit account, whichever you wish. 

Mr. Jackman: Is that $3,411,000 not represented by some item on the asset 
side? Does it not represent vessels in your $5,500,000 which have been sunk, or 
something of that sort? Can you take the insurance and replacement reserve 
as an asset or to extinguish a deficit and still maintain your capital assets? If I 
give you credit for $15,000,000 for assets surely the $3,400,000 of insurance and 
replacement reserve must be among those assets some place, is it not? 

Mr. Harris (Grey-Bruce): Are the assets all actual physical assets or do 
they include vessels sunk? 

Mr. Cooprrr: The asset value shown in the accounts is the original cost of 
the vessels still in our ownership. 

Mr. Harris (Grey-Bruce): Not sunk? 

Mr. Coorrer: No, vessels which have been lost have been written out. 

Mr. Harris (Grey-Bruce): Is that not part of your question? 

Mr. JACKMAN: It is a part, yes, but how did the insurance and replacement 
reserve arise? 

Mr. Coorrer: The insurance reserve arose out of the practice of charging 
to operating expenses insurance premiums in excess of the loss experienced, and 
the balance in the insurance reserve is nothing more or less than surplus on a 
winding up of the company. 

Mr. Gipson: You could dissipate that by losing a ship? 

Mr. Cooper: I was speaking on the assumption we went out of business at 
the end of 1944. 

Mr. Grsson: So it is not really an actual asset? 

Mr. Cooprr: It was at December, 1944. 

Mr. Grisson: As of December, 1944, but to-morrow you might lose it. It 
could be wiped out quite easily. 

Mr. Vauauan: A large part of that loss shown, of course, is represented 
by a charge of 5 per cent by the government on deficits that we think should 
never have been in there. We feel we should have been credited with the 
subsidies which the government would have had to pay had outside companies 
been operating the service. 

Mr. Hazen: Might I ask Mr. Vaughan another question? Do all the Lady 
boats sail from Halifax to the West Indies? 

Mr. VauGHAN: In normal times some of them came into Saint John and went 
around to Halifax. They sailed eventually from Halifax. 

Mr. Hazen: Were there complaints made by the board of trade or anybody 
in Saint John that some of the boats should sail from Saint John to the West 
Indies? 

Mr. Vaucuan: I do not recall now. It is quite possible there were repre- 
sentations made, but I do not recollect them at the present time. 

Mr. Hazen: Was there any complaint that manufacturers and shippers 
from Saint John had to ship all their stuff by rail around to Halifax before they 
could ship it? 

Mr. VauGuan: I think there was something of that kind. 

Mr. Hazen: On the Lady boats to the West Indies, and that added greatly 
to the expense. 

Mr. VaucHan: That was thoroughly explained at the time, and I think 
satisfactorily. Six years have elapsed now and I do not remember the recom- 
mendations which were made at the time. 
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Mr. JAcKMAN: I think we are all right, Mr. Cooper, on it. I think I have 
got it through my head now. Your $15,000,000 of assets are all real except 
for the depreciation account of $2,700,000, and all liabilities above insurance 
and replacement reserve are liabilities to the public or the government which 
you owe to somebody? 

Mr. Cooprr: Yes. 

Mr. JACKMAN: If you realize on your assets less depreciation reserve and pay 
off your liabilities you do not owe the insurance and replacement reserve to 
anyone but yourself and whatever is left over belongs in liquidation to the 
company, and whereas your books show a deficit of $8,000,000 that $3,411,000 
is not owed to anybody but you see the deficit 1s reduced by that amount. 

Mr. Cooper: You agree then that the deficit is really $4,658,000? 

Mr. Jackman: I think that is the true book value. 


Mr. Cooper: Thank you, sir. 
Mr. Hazen: May I ask another question about the Lady boats? Was it 
not one of the complaints when the Lady boats came to Saint John and then went 
around to Halifax that merchants or manufacturers who would have preferred 
to ship from Saint John to save costs could not put their stuff on board the boats 
when they arrived in Saint John because when the boats got to Halifax the cold 
storage facilities were all turned off? As they were perishable goods they could 
not put them on in Saint John because the cold storage was turned off when they 
got to Halifax and they would be destroyed. So they had to ship them around 
by rail to Halifax. - 
Mr. VaucHAN: I do not remember that being given as a reason. 
Mr. Retp: You have no vessels in British Columbia? 
Mr. VaucHAN: We just have coasting vessels. 
Mr. JAcKMAN: Are you going to open up the service on the Pacific coast 
again? z 
Mr. VaucHan: Pardon? 
Mr. JAckMAN: Are you going to open up the service on the Pacific coast 
again? 
Mr. VaucuHan: We have always operated vessels from Vancouver to Prince 
Rupert and Alaska and we will continue to operate them. 

Mr. JACKMAN: Are all these Prince ships gone now? 

Mr. VaucHan: No. The large Prince boats, as you know, were requisitioned 
by the government and have been used as war vessels, the Prince Rupert, Prince 
Henry and Prince David. They will not be back again. One of our vessels was 
lost the other day but it will be replaced. 

Mr. JAcKMAN: Did you consider tendering on any of these corvettes or 
other possible cargo ships that the war assets disposal corporation have? 

Mr. VaucHan: We have given some consideration to it but we came to the 
conclusion that the boats would not be suitable for our service and could not be 
economically operated by us. 

Mr. Harkness: You say that the Prince David, Prince Rupert and these 
other ships will not be back. What is the reason for that? Did you not find it 
profitable to operate them there? 

Mr. VaucHuan: They have been made practically useless for passenger boats. 
There was so much work done on them to convert them to vessels of war. It 
would be too costly to reconvert them to passenger vessels. 

Mr. Gisson: Do you intend to replace the Prince George by building on the 
Pacific coast? 

Mr. VAUGHAN: Yes, we do. 
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The Cuairman: Is that all in connection with that? Can we go on to the 
Canadian National Railways Securities Trust. 

Mr. Hazen: Where is the financial statement about the boats on the Pacific 
coast? That does not come in under this? 

Mr. Vaucuan: No. | 

Mr. Hazen: Where is that shown? 

Mr. Cooper: In the railway accounts. 

The CHamrman: We will now take up the Canadian National Railways 
Securities Trust. The chairman is W. C. Clark, Deputy Minister of Finance. 
I am going to ask Mr. Vaughan to read this. 


Mr. Vaucuan: I think it would be better if you read it, Mr. Cooper. 


Mr. Jackman: Mr. Chairman, may I ask first of all, not only for the sake 
of the old members who need brushing up on it, but for the sake of the new 
members on the committee, what is the purpose of this securities trust, how it 
arose, and something of the history of it? 


Mr. Cooprr: I think I can answer that, Mr. Jackman. I rather anticipated 
someone would ask the question, “What is the securities trust?” I think it is 
very helpful to an understanding of what the securities trust is if one has some 
understanding of the reasons for its creation. 

When the companies now comprising the Canadian National Railways 
were under private ownership government cash assistance to them was in 
the form of interest bearing loans. The government was not then the share- 
holder and therefore required that its investment should have priority over 
the share capital. There were certain contingent interest securities held by the 
public which were entitled to interest only if earnings were available, and the 
assessment of interest charges on the government loans had the effect of 
deferring interest on such securities. The dominion loans and the interest 
thereon were also factors to be given weight in assessing the value of the 
Canadian Northern and Grand Trunk capital stocks the value of which was 
a matter for arbitration. Out of these conditions there grew up the practice 
of treating the dominion’s investment as loan capital. The interest charge 
generally was 6 per cent. 

After the government acquired control of the Canadian Northern and 
Grand Trunk systems it had the responsibility for financing their capital and 
operating requirements. Sometimes the requirements were met by cash loans 
but otherwise were met by the issue of railway securities carrying the govern- 
ment’s guarantee. In 1932 attention was called to this in the report of the 
Royal Commission, which report stated: “Since the debt of the system in the 
hands of the public is now very large and more than the railway can carry 
from its earnings even under improved conditions, sums which are required to 
meet deficits should be voted by parliament annually and not raised by the 
issue of railway securities as has been done in recent years’. 

This recommendation of the Duff commission was accepted by the govern- 
ment and the Minister of Finance in his budget speech March 21, 1933, 
stated: “One of the recommendations of the Royal Commission on Railways 
and Transportation to which effect is being given in the legislation now before 
parliament is that sums which are required to meet deficits should be voted by 
parliament annually”. For the year 1932 and subsequently any deficit from 
the operation of the railway has been met by a vote of parliament. 

It became obvious that if it were improper in 1932 and subsequently to 
force the railway to borrow the money lost in operation then loans for that 
purpose in 1931 and prior also were improper and recognition of this view 
brought about the Capital Revision Act of 1937. One of the main purposes of 
that Act was to bring about the removal from the railway balance sheet of 
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all the outstanding loans for deficits and interest accruals. It was considered, 
however, that the outright cancellation by the government of its claims against 
the railway might have the effect of improving the position of certain un- 
euaranteed securities and subsidiary company capital stocks held by the 
public. To prevent this the Securities Trust was created. The government 
transferred its claims to the Trust so that the railways remained obligated to 
the Trust in the same way and to the same extent they previously had been 
obligated to the government. The Securities Trust itself was declared to be 
a corporation comprised in the National Railways, so that the claims referred 
to took on the category of intersystem assets and liabilities and as such had 
to be eliminated from the system consolidated balance sheet. In so far as this 
phase was concerned the creation of the Securities Trust was a means whereby 
the debts were lifted from the railways collectively (as a system) but are 
perpetuated as against the railways individually. 

The Capital Revision Act also provided that government loans to the 
railway for capital purposes and then outstanding should be treated as share 
capital rather than interest bearing debt. The amount of such loans, some 
$270 millions, thus became represented by shares capital stock of the Secu- 
rities Trust. From such cut-off date government advances to the railway for 
capital purposes and for debt redemption have all been treated as interest 
bearing advances. 

The Capital Revision Act further provided that the five million no par 
value shares of the Securities Trust should be given an initial stated value 
of $270 millions plus, and that such shares at such value together with the 
capital stock of the Canadian National Railway Company and the capital 
investment of the crown in the Canadian Government Railway should be 
included in the balance sheet of the National railway system under the heading 
of “Proprietor’s Equity”, which is analogous to the shareholders equity 
account as usually carried in ordinary corporate balance sheet statements. 
Provision was also made for adjustments to the initial value given to the 
shares and under this provision the book value of the shares is to be reduced 
by capital losses subsequent to the date the Act was made effective. 

The trustees of the Securities Trust are: the Deputy Minister of Finance, 
the Deputy Minister of Justice, the Deputy Minister of Transport, and two 
of the executive officers of the railway. All the shares of the Trust are vested 
in the Minister of Finance in behalf of the dominion. At December 31, 1944 
the shares are shown to have a book value of $359 millions, or $89 millions 
ereater than when they were issued. The balance sheet of the Trust shows 
how this increase has been brought about, viz: surplus earnings, capital gains 
and capital losses. 

Mr. JAcKMAN: When you speak of the value being greater by $89,000,000, 
I would take it that that means a minus quantity or worthlessness of $89,000,- 
000 greater; that is the net loss or net amount of money the government has 
to pump into the C.N.R. since 1932. 

Mr. Cooprer: Not at all, Mr. Jackman. 

Mr. Jackman: Are any of these items in the Securities Trust of value to 
the Securities Trust, or are these just a measure of the deficit for bookkeeping 
purposes? 

Mr. Cooper: The government is the shareholder of the Canadian National 
Railways and its position as such is reflected in the Proprietor’s Equity account. 
On the railway balance sheet it is shown to be $754,000,000. That is the book 
equity of the government in the Canadian National Railway System. It 1s 
divided into three sections: the value represented by the shares of the trust, 
$359,000,000; the value of the capital stock of the Canadian National Railway 
Company, $18,000,000; and the Crown’s investment in the Canadian Government 
Railways, $377,000,000. The value of the shares of the Securities there, 


RAILWAYS AND SHIPPING 119 


$359,000,000 is $89,000,000 greater than it was in 1937 when the shares were 
first issued. . 

Mr. JAcKMAN: I realize that; but am I to understand what you say is that 
this amount set up, $270,000,000, resulted from the debt structure of the railway 
transferred to— 

Mr. Cooper: —to share capital. It was taken out of the category of debt 
and put on an equity basis. 

Mr. Jackman: Is it fair to assume that after that time when it was set 
up there was no real value behind it, and that is why you wanted relief? 

Mr. Cooper: I would not say that. The reason for the relief was the fixed 
charges of the railway were out of all reason. As to what the value of the 
Canadian National Railways is, of course, one could talk from now until dooms- 
day. 

Mr. JackMAN: Well, while we are on this, the railway could not earn 
enough money to service the interest requirements on the bonds which were 
represented by these bonds; it was an intolerable load; is not that the story? 

Mr. Cooper: That is so. 

Mr. JAcKMAN: And, in order to give you any kind of a hope at all of getting 
any decent statement $270,000,000 was changed from a debt to the government 
to an investment by the government? 

Mr. Cooper: Yes, that is perfectly correct, Mr. Jackman; except that I 
wish to make it clear, there never was any thought that that adjustment was 
a complete adjustment, it was only a partial adjustment. 

Mr. JACKMAN: Well, I gather that it did not represent an accounting asset, 
no matter how much physical assets it represented. You then come to the present 
situation where you increase the $270,000,000 of 1937 by $89,000,000; so this 
becomes $359,000,000. You said that represented the surplus earnings and losses 
and the capital additions, capital investments by the government since that time. 

Mr. Cooper: Yes. When we come to the balance sheet of the trust, Mr. 
Jackman, it is in the report of the Securities Trust which we are about to take 
under consideration, you find—that on page 6, and on the asset side you find 
that the surplus earnings amount to $87,745,000; capital gains amount to $19,- 
105,000; capital losses have been $17,808,000; making a net gain of $89,043,000. 
And if you look over on the other side you will see that while the original value 
of these shares at the time they were issued was stated to be: $270,000,000, by 
reason of these transactions which I have just mentioned it has now become 
$359,000,000. | 

‘Mr. JAcKMAN: That is quite different. It arises from different reasons than 
those from which the $270,000,000 arose, from much more worthy reasons, if 
one may put it that way. 

Mr. Cooper: Yes. I do not think there is any question that the book 
value of the shares, or the book value of the government’s equity in the Canadian 
National Railways since the issue of these shares in 1937 has increased by 
$89,000,000. 

Mr. Jackman: Yes. Did you turn over to the government last year 
$20,000,000? 

Mr. Cooper: $23,000,000, yes. 

Mr. JAcKMAN: So you are really using all this $359,000,000, as proprietor- 
ship indebtedness—if we may call it that—increasing it by the $23,000,000 last 
vear? 

Mr. Cooper: If you take the equity of the government as shown on the 
balance sheet, it is $754,000,000—as against that investment we gave them a 
return in 1944 of $23,000,000, and for 1945 we expect to give them a return 
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of $25,000,000. That, of course, is in addition to paying the interest on all 
the debt held by the government. | 

Mr. JACKMAN: Yes. | 

The CHAIRMAN: Would it be all right if we started at the first of the 
report, gentlemen, and had it read from the start? We are jumping around 
here a little bit. Would it be helpful to have Mr. Cooper read Mr. Clark’s 
report there to the commissioners, and then go on from there? Perhaps it 
might help to clarify some items. 

Some Hon. Members: Agreed. 

Mr. Coorer: The report is dated the 17th of March 1945, and is addressed 
to the then Minister of Transport. 


THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 
Orrawa, 17th March, 1945 


The Honourable J. E. Micuaup, K.C., M-P., 

Minister of Transport, 

OTTAWA. 

Sir,—In conformity with Section 23 of the Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of the Canadian National Railways Securities Trust for the calendar 
year 1944. 

The book value of the capital stock of the Securities Trust has been 
increased during the year by $22,400,052.60, as shown hereinunder:—- 


Surplus Earnings of the Canadian National 


Railway System for the year 1944...... $23,026,924.35 
Abandonment of dock facilities at Seattle, 
Woshincton ein ou weve nee ee eee eee 626,871.75 


Net Gain credited to Proprietor’s Equity... $22,400,052.60 


There were no transactions during the year affecting the collateral securities 
held by the Securities Trust: 


The trustees present herewith the balance sheet of the Securities Trust as 
at 31st December, 1944. 


For the Trustees, 


W. C. CLARK, 
Chairman. 
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Mr. Cooper (continues): We have gone over the balance sheet of the 
Securities Trust. It indicates how the initial value given to the shares at the time 
of their issuance has been increased by $89,000,000, and the details of that 
are given on the opposite side. Then you have a list of the securities which are 
held by the trustees under the terms of the trusteeship contained in the Capital 
Revision Act. 

Mr. Jackman: Just for clarification, the only changes which took place in 
the proprietors account not reflected in the Securities ‘Trust are operating profits 
or losses of the railway from year to year, and any advances by parliament of 
monies for capital purposes, they are represented by the issue of indebtedness 
certificates or bonds by the railway to the government; is that so? | 

Mr. Cooper: Well, as to the second item to which you refer, that is govern- 
ment. advances for capital purposes, they have no bearing on the Securities Trust. 

Mr. JAcCKMAN: None at all? 

Mr. Coorer: They are directly from the government to the railway and are 
dealt with in the regular accounts. 

Mr. Jackman: And the government gets back from the railway a bond or 
certificate of some sort covering the advances; in other words, with respect to 
this Securities Trust the only changes from year to year as the result of operating 
surpluses or losses of the railway? 

Mr. Cooper: And in addition capital losses or capital gains; as for instance, 
when we vested British securities we made a capital gain of some $19,000,000. 
That was not taken up as am earning in our railway statement, it was treated 
as a capital gain added to the book value of the shares of the trust. 

Mr. Rew: Mr. Cooper, there are one or two questions I would like to ask. 
May I speak and put my question as a layman, because I may as well confess 
that I am not at all expert in fiscal matters. : 

Mr. Cooper: Well, Mr. Reid, I am just a layman myself. 

Mr. Rew: These figures are confusing to an ordinary layman and there is 
one thing I would like to get clear in my mind, that is the total indebtedness 
from its inception to the present time of the Canadian National Railways and 
also the extent to which, if any, that total indebtedness has been reduced—I 
understand it has been reduced? 

Mr. Cooper: Yes. 

Mr. Rew: What I want to get clear is what is the amount of the out- 
standing indebtedness of all kinds, what does the railway owe. If I were able 
to get that in my mind I would probably have a more clear picture of the 
whole set up. 

Mr. Coorer: The amount which the railway owed the government in 1944 
is shown in the balance sheet, the figure is $661,875,000. 

Mr. Reip: That is the complete debt? 

Mr. Cooper: Yes, sir. 

Mr. Ret: Has it ever been reduced? 

Mr. Coorprr: It was reduced by the Capital Revision Act. 

Mr. Ret: I meant all the debt to the government and the public; I want to 
known the total debt, the total indebtedness of the railway. ~ 

Mr. Cooper: If you are speaking of the long term debt apart from current 
liabilities, the debt of the railway to the public is $629,453,000, and the debt of 
the railway to the government is $661,875,000. 

Mr. Maysanx: That is after cutting off $270,000,000 which was taken 
over by the trust? 
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Mr. Cooper: Which was removed from debt account to equity account, 
and which is still in our balance sheet. 

Mr. Harris (Grey-Bruce): It also eliminates these items on page 6, the 
securities and the loans to constituent railways. 

Mr. Cooper: Pardon me, sir; what was that? 
Mr. Harris (Grey-Bruce): This item of $642,000,000—was that figure 
included in the amount you gave to Mr. Reid in the answer you made? 
Mr. Cooprer: Mr, Reid asked as to the present debt position, but an amount 
was absorbed as the result of the Capital Revision Act. : 
Mr. Harris (Grey-Bruce): I think he was trying to find out, from the very 
beginning, the amount of money that was advanced for one cause or another 
by the Dominion of Canada to these various constituent companies. 

Mr. Cooper: That is quite an involved question. May I refer you to the 
note which appears on the balance sheet which reads this way:— 


Nore—The Proprietor’s Equity is included in the net debt of Canada 
and is disclosed in the historical record of Government assistance to 
railways as shown in the Public Accounts of Canada in accordance with 
The Canadian National Railways Capital Revision Act, 1937. 


The Act required that there be attached as an appendix to public accounts 
a complete record of all assistance granted by the dominion to the railways in 
Canada—the Canadian National Railways, the Canadian Pacific Railway, and 
any other railways that there are; and the complete picture insofar as the 
Canadian National is concerned, is to be found in that appendix. 

Mr. Hazen: What appendix is that? 

Mr. Coorrr: In the appendix to the ,public accounts. 

Mr. Hazen: In what year? 

Mr. Cooprr: Every year. 

Mr. JackMAN: Included as the net debt of the country or subtracted? 

Mr. Cooprer: I think it is all charged to net debt, but I had better not 
speak about public accounts. My understanding is it has been charged off to 
net debt. 

Mr. JackMAN: The net debt of the country is so many billions— 

Mr. Cooprr: I think the public accounts are quite clear as to the correct 
position. 

Mr. JACKMAN: What is the meaning of this? 

Mr. Cooper: The meaning of this is, Mr. Jackman, that during the passage 
of the Capital Revision Act the suggestion was made that this write-down if it 
were effected would result in a loss of the record of assistance by the government 
to the railways, so to prevent that the Act provided that every year the public 
accounts of Canada shall disclose the complete historical record of all the 
assistance given by the government to the railways of Canada. 

Mr. Hazen: Might I ask a question? The capital stock of Canadian 
National Steamships in the report is $40,000. And now, I turn to page 22 of 
the annual report of the Canadian National Railways and I see that under the 
heading of companies comprising the Canadian National Railway System, there 
is one, number 16, Canadian National Steamship Company, Limited—capital 
issued $15,000; and then I look on down to number 47 and I sce that one is 
owned by The Grand Trunk Pacific Railway Company. 

Mr. Cooprr: You are speaking of two different things. 

Mr. Hazen: That is what I wanted to get cleared up. 
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Mr. Cooper: The capital stock of the Canadian National (West Indies) 
Steamship Company, $40,000 is all owned by the Dominion of Canada, it is 
not owned by the Canadian National Railway Company. ‘The capital stock 
of the Canadian National Steamships, which is our Pacific coast steamship 
service, is owned by the Grand Trunk Pacific Railway Company. 

Mr. Hazen: That refers to specific lines? 

Mr. Cooprmr: Yes, sir. | 

The CuHarrMANn: Is that clear, gentlemen? I think the next item we have on 
the agenda here is— 

Mr. Mayspank: I would move the adoption of the report; I figure you will 
need that. | 

The Cuatrman: Yes. Does anyone care to second that motion? 

Mr. Brauporn: I will be pleased to second that motion. 

Mr. VauegHan: Mr. Jackman, we have that statement in depreciation that 
you asked for; shall we just put it on the record now? . 

Mr. Jackman: I think so, it will be useful to the members of the com- 
mittee. 

Mr. VaueHan: All right, we will do that. 

(See Appendix D) 


Mr. JAckMAN: I see, Mr. Chairman, some of the members are still dis- 
cussing this statement about Securities Trust. It seems to be rather dense still. 
I think we should at least feel that we know all about it. There is nothing wrong 
with the statement made to-day, but it is chiefly due to the lack of background, 
most of us have not had sufficient time to give to it. Is there anything else in 
the way of explanation that you would like to make in regard to these items? 
The officers of the company are all here now. Are there any items about which 
you would like to raise questions; have there been any changes in interest rates; 
has the Department of Finance given you any opportunity to refinance? 


Mr. Cooper: As far as the collateral securities are concerned there is no ~ 


interest accruing on them. They are merely held as collateral. The only trans- 
actions affecting them are where we require their release to permit cancellation 
of mortgages securing bonds which mature and are retired. We have to meet the 
trustees and explain the reasons why in our opinion we think they should release 
these securities, and they have the power under the Act to release them for good 
cause. That is the only change which takes place in respect to the collateral 
securities. 

_ Mr. Jackman: Well, I appreciate the reason for the write-down in 1937, it 
is there for reference. What is the use of keeping these underlying securities 
outstanding on the balance sheet of the railway? 

Mr. Cooper: So long as there are railway securities outstanding, and, of 
course, we have over $600,000,000 of them, cancellation of all these collateral 
securities might have the result of improving the priority of some of the securities 
held by the public, so they are held really to preserve the position of the govern- 
ment in that regard. 

__ Mr. Jackman: All the old bonds of the railways which you took over are 
still outstanding in the hands of the public do not bear the government guarantee 
and the government wants to keep its prior position on certain of these issues? 

Mr. Coorrr: That is it. 


Mr. Maysanx: If we were to burn all of these up to-morrow these other 
bonds would undoubtedly immediately appreciate many points, those in the 
hands of private holders, and there would be unearned increment by reason 
of that position; is that right? Is that the thought at any rate? | 
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Mr. Cooprr: Yes. 

Mr. Harkness: Are the bonds held by the public worth anything at the 
present time? 

Mr. VAuGcHAN: Definitely. 

Mr. Cooprr: Those bonds are not held by the public, they are held by 
the Minister of Finance as collateral, or by the trustees; they are not in the 
hands of the public at all. : 

Mr. JAckKMAN: I mean the unguaranteed bonds. 

Mr. Cooprr: The unguaranteed bonds in the hands of the public? 
Definitely, many of them are very much in excess of par. 

Mr. Jackman: Perhaps if you could tell us in a very general way, in 
round figures, how this bonded debt and the securities held by the govern- 
ment come to this $270,000,000—some of that will be guaranteed. 

Mr. Cooprrer: Yes. From our statement on page 19 of the railway report 
you will get a breakdown of that, Mr. Jackman. We list there all the funded 
debt held by the public. The total is $629,000,000. Of that $576,000,000 is 
guaranteed by the dominion. $2,700,000 is guaranteed by the provinces, and 
so on. 

Mr. JAckKMAN: Where is the debt of the railway that is not guaranteed 
by any government? ; 

Mr. Cooprr: It is on the next page, $33,279,000. 

Ir. JAcKMAN: Once that has matured then you should be able to ask 
the securities trust to cancel all these underlying bonds because all existing 
bonds will be guaranteed by the government, will they not? 

Mr. Cooper: Unfortunately you notice some of them are perpetual. There 
are four issues there which are perpetual. 

Mr. JAckMAN: That is a long time, is it not? 

Mr. Retp: What is the idea of that antiquated word “gold bond’’? 

Mr. Cooper: It was at one time thought to have a value. 

Mr. JAcKMAN: These perpetual issues are not very large. $4,000,000 is 
the langest one. Do you want to get them in? It is largely from the stand- 
point of appearance. It does make the whole statement cumbersome. Are 
you trying to buy them in at all? 

Mr. Cooper: No. 

Mr. Jackman: What are these 4 per cent perpetual consolidated debenture 
stocks of the Canadian Northern, 1903 to 1912 issue, of which there are 
$4,131,000 outstanding? Do you know what rate they bear on the market? 
They are selling over par, I suppose? 

Mr. Coorrr: I do not know the-price but it would be at a premium, I am 
sure. 

5 Mr. JackMAN: Can you not buy in a perpetual bond at a lesser cost to 
- the company than you can borrow new money? 

Mr. Cooprr: From time to time we seize any opportunity in that direction. 
For instance, I might mention the third item from the bottom, indebtedness of 
the S.8. and C: Company, $155,865.25. They carry a 4 per cent interest rate. 
Now, you did not notice perhaps that in the budget which you passed 
yesterday we are asking authority under our 1945 budget to buy those bonds 
in. 

Mr. Mayspanx: They are callable? 

Mr. Coorger: We have the option to call them in. 

Mr. Mayspanx: That is the meaning of the word “optional” here? 
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Mr. Coorrr: Yes, and we are going to call them in. We are going to call 
in any bond which we can discharge if-it is carrying a coupon rate in excess 
of 3 per cent if we have the right to do so. In fact, some of the 3 per cent 
coupon bonds have been called in. Wherever there is an advantage to the 
railway by negotiation or any other way to get these interest charges of 
ours down I think we can assure the committee that nobody is more alive 
to that necessity than the railway officers are. 

Mr. JAcKMAN: Is it not a fact that a 4 per cent perpetual bond even of a 
government or a railway will sell on a slightly higher basis yield than one 
with a long maturity? People do long to have some certainty and a perpetual 
bond, if I recall correctly, does yield a little bit more. 

Mr. Coorer: I think that is proven by the government 3 per cent. perpetuals. 
I think they have a little higher yield than the bonds which have a maturity 
date. 

Mr. JAckMAN: If it were known in the street that you were going to buy 
them in of course they would go up to the same price as a long term govern- 
ment bond or a long term C. N. R. guaranteed bond, but if you pick them 
up gradually..I suppose you might get’ rid of them at some saving to the 
company? Four per cent is a high rate for a railway to pay at the present time. 

Mr. Cooper: This is a personal opinion. The U.K. government under war 
measures issued a vesting order taking from all U.K. residents any securities 
which the government wished to possess. If Canada did the same thing of 
course these securities could be vested. 

Mr. JAcKMAN: I am not suggesting that be done. I am just wondering if 
you cannot buy them in at a lesser rate than money would cost you? 

Mr. VaucHan: We watch that very carefully and when the opportunity 
presents itself we seize it if we can buy them in and be money ahead as against 
issuing new securities. 

Mr. JAckMAN: What I am asking is are you whittling away at it a little 
bit each year? 

Mr. VaucHan: Yes, we are. We are doing our very best to get our fixed 
charges down in every possible way. 

Mr. Ret: I have two questions I should like to ask Mr. Cooper. On page 
21 of the report I find that it is kind of intriguing to me. I notice investments 
in affiliated companies. If you look at the first column the heading is “Total 
Par Value Outstanding’. Then the next heading is “Par Value” and then “Book 
Value”. My first question is whether the total par value is the amount of money 
invested by the C. N. R. in the affiliated companies. My second question is 
whether this is the par value and the book value of these investments now 
because if it is some of them are very startling. I only see one of them where 
the par value remains the same as the investment value. My last question is 
do you receive any interest from these investments? 

Mr. Cooper: In the last few years where the book value, which is the 
cost value to us, exceeded the par value we have written down our book value 
so that it would not exceed the par value. 

Mr. Ret: What does the first column mean, “Total Par Value Outstanding?” 
Take the first item. 

Mr. Cooper: Taking the Belt Railway Company of Chicago they have 
$3,120,000 of stock outstanding. Canadian National owns $240,000 out of the 
total. We own 1/13th, as I remember it, in that joint facility. 


_ Mr. Rem: That explains it. To you get any interest from your investment 
in these companies? 


le il hin 


RAILWAYS AND SHIPPING 129 


__ Mr. Cooprr: On the Belt Railway Company of Chicago in 1944 we had a 
dividend of 16.67 per cent. 

Mr. Jackman: I wonder what Mr. Nicholson thinks of that. 

The CHatrMan: Can we take up the auditor’s report now? — 

Mr. Hazen: May I ask one more question? In reply. to a question asked 
by Mr. Reid you said that the total indebtedness of the railway to the govern- 
ment was $661,875,000. In the statement of the securities trust on the last 
page the total loans, or summary of indebtedness, transferred from the govern- 
ment to the securities trust was $643,000 ,000. 

Mr. Harris (Grey-Bruce): That is shown at the top of page 6. 

Mr. Hazen: Where is the difference? There is $18,000,000 difference. What 
connection is there between those two amounts? 

Mr. Cooprr: The $661,000,000 is what we owe today. The $643 ,000,000 is 
the amount which was written down as a result of the Capital Revision Act. 
Mr. Maysanx: They are not related? 

Mr. Cooprr: They are not related at all. 

_ The CuHairman: Perhaps we had better take up the auditor’s report now. 
Mr. Matthews, as the representative of Touche & Company, would you read 
your report? 

Mr. Marruews: Mr. Chairman, may I just mention to the members of the . 
committee that like the railway report this was written on the 15th of March, 


1945, and its comments in respect of wartime conditions would have to be 
considered in that light. 


The Honourable the Minister of Transport, 
Ottawa, Canada. 


Sir,—Acting under authority of The Canadian National-Canadian Pacific 
Act, 1936, and Chapter 8, 1944, “An Act respecting the appointment of Auditors 
for National Railways”, we have audited the accounts of the Canadian National 
Railway System for the year ended the 31st December, 1944, and we now submit, 
through you, our report to parliament. 

Supplementing our audit certificate appended to the accounts published 
by the railway, we comment on the consolidated income account, consolidated 
balance sheet, general scope of audit and uniform ‘accounting regulations as 
follows. 

What we are discussing here are certain sections of the Canadian National 
Railway report which you have in your hands, 

Mr. JackKMaANn: Do you want interruptions as we go along or at the end? 

The CHarrman: Perhaps we had better wait until afterwards and then 20 
back, start at the beginning and have questions on it. 

Mr. Matrruews: 


Consolidated Income Account 


The cash surplus of the National System amounting to some 23 million 
dollars for the year 1944 is after making provision for the general expenses of 
operation—including the retroactive wage rate increases, cost-of-living bonus 
and higher unit prices of materials—together with:— 

(a) Interest on Funded Debt held by the Public: 

(b) Premium on Funded Debt Retired; 

(c) Interest on Loans from the Dominion Government; 

(d) General Taxes; 
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(e) Deferred Maintenance as a result of war-time conditions—in respect of 
Fixed Properties and Equipment; 


(f) Railway’s portion of Pension Payments to retired employees—under all 
pension plans; 


(g) Increase in Pension Contract Reserve—covering the railway’s portion 
of the estimated capital amount of all pension contracts in force at the 
year end under the 1935 plan; -~ 


(h) Increase in Pension Equalization Suspense—covering railway employees 
in service at the year end beyond retirement age and entitled to pension 
contracts under the 1935 plan; 

(7) Increase in Reserve for Material and Supplies Inventories—arising out 
of war-time conditions; 

(7) Depreciation of eauiinent Ona se Lines—including special provi- 
sion for abnormal war-time use;- 


(k) Depreciation of Equipmnet and Fixed Properties farcume track 
structure)—United States Lines; 


(1) Fixed, Property Holiremente sOanmian Lines—excluding capital loss | 
from abandonments charged to Proprietor’s Equity. 
(m) Fixed Property Retirements—United States Lines track structure; 
(n) Amortization of certain. defence projects considered as having no 
potential economic value in post-war operations, and 
(o) Amortization of Discount on Funded Debt. 


The total of provisions (a) to (o) made during the year exceeded 103 million 
dollars of which some 364 millions have been credited directly to corporate 
Reserves. Of this latter amount some 204 million dollars represent special war- 
time provisions for deferred maintenance, material and supplies inventories, 
depreciation of equipment in excess of normal rates in order to provide for extra 
use and amortization of defence projects. 

The term “cash surplus” used in the Consolidated Income Account represents 
the “surplus earnings” as distinguished from the capital gains and capital losses 
shown in the Dominion of Canada—Proprietor’s Equity Account. The surplus 
funds made available during the year in an amount exceeding 28 million dollars 
through the foregoing provisions (h) to (0), in leu of their investment for the 
specific purposes named, have been utilized mainly in reduction of the total cash 
requirements for capital additions and betterments, investments in affiliated 
companies, sinking funds and serial debt payments, the balance being utilized 
for working capital purposes. : 

In res pect of depreciable fixed propertics—defined in the 1943 Order of the 
Interstate Commerce Commission as including buildings, stations, shops, bridges, 
ete., but excluding track structure—depreciation provision has been made during 
the year for the United States Lines in accordance with the 1943 Order but not for 
the Canadian Lines which continue on the retirement basis. Insofar as the 
Canadian Lines are concerned, it would not appear practicable to institute any 
similar depreciation plan, until after the termination of hostilities, because of 
the substantial expense involved in determining unit property costs prior to 1923 
and the need for all of the technical personnel of the Railway in meeting the 
transportation requirements arising out of the present national emergency. The 
post-war adoption of depreciation accounting for major units of fixed properties 
on the Canadian Lines is embodied in the recommendations made later in this 
report, under the caption “Uniform Accounting Regulations.’’ 

In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that, subject to the war-time conditions 
which necessitated the provision for deferred maintenance, the fixed properties 
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and equipment of the National system have been maintained in a proper state 
of repair and in an efficient operating condition during the year. 

The cash surplus for the year shows a decrease of some 125 million dollars 
in comparison with 1943. The major portion of this decrease is accounted for 
by the retroactive wage rate increases, additional cost-of-living bonus and higher 
unit prices of materials, approximating 30 million dollars during 1944—less the 
non-recurring “Revenue Appropriated for Pension Reserve” which in 1943 
amounted to some19 million dollars. The balance of the decrease in cash surplus 
is attributable mainly to more maintenance work, larger provision covering 
reserve for inventories and lower net profits from separately operated properties 
as a whole—less special income credits and reduced costs of taxes, equipment 
rentals and interest in 1944. . 

Looking forward to the post-war period, the impact of the accumulated war- 
time increases in wage rates and material prices on the operating results from 
prospective revenues at that time is a matter to which we commend the consid- 
eration of parliament. We would also make mention of the disproportionate 
amount of fixed charges borne by the National system in comparison with other 
major railways in North America. 


Consolidated Balance Sheet 

Investments in Fixed Properties and Equipment appearing in the books of 
the constituent companies at the 1st January, 1923, were accepted by us. Against 
the corporate property investments brought into the National system accounts 
in 1923, there have been applied the reductions authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, 
the net additions and betterments have been shown on the basis of cost. During 
the year 1944 the net additions and betterments approximated 355 million dollars, 
the major portion of which applied to the acquisition of rolling stock. 

The several special funds of the National system including sinking funds, 
deposits in lieu of mortgaged property sold, deferred maintenance fund, insurance 
fund and pension contract fund, amounting in total to some 77 million dollars, 
are composed of cash and investments in the securities of dominion, provincial 
and municipal governments and in the securities of companies within the 
National system. The year-end value of the securities held in these special 
funds in total exceeded the book figure. ; 

The insurance fund increased approximately 4 million dollars during the 
year with no major loss claims being reported outstanding at the date of the 
balance sheet. This increase in the fund results mainly from the adjustment 
of the book value of system securities sold during the year from par to cost, 
the operating profits of the fund being transferred to the Railway’s Cash and 
Income Accounts. 

Investments in Affiliated Companies, as detailed in the relative schedule, 
are represented by the capital stocks, bonds and obligations for advances of 
companies affiliated with but not forming a part of the National System. This 
type of investment is made primarily to secure the benefits of traffic mter- 
change and terminal facilities. The basis of the balance sheet figure is cost or, 
in respect of certain United States securities, less than the special valuations 
approved by the Interstate Commerce Commission. Apart from the Trans- 
Canada Air Lines dealt with later in this report, the 1944 financial statements 
issued by the companies representing the larger investments indicate:— 

(a) That the affilates have utilized the funds from the sale of their securities 
up to the 3lst December, 1944, for investment in fixed properties and 
equipment; 

(b) That no operating losses of importance were sustained during the year 
1944 excepting in the case of the Northern Alberta Railways Com- 
pany, 50 per cent of which loss has been taken up as an income charge 
by the National System, and 
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(c) That no corporate deficits have been accumulated up to the 31st 
December, 1944. This indicated position, however, should be considered 
in conjunction with the restrictive accounting policies relating to 
accrued depreciation of fixed properties. 


During the year investments in affiliated companies increased in an amount 
somewhat exceeding 1} million dollars, principally with respect to the purchase 
of additional bonds of the Northern Alberta Railways Company in order to 
finance 50 per cent of that company’s requirements for maturing Funded Debt 
and Capital Additions and Betterments in 1944. 

Other investments are comprised largely of securities of the dominion 
government, valued at cost, and those of companies within the National System, 
valued at par, in the total amount of some 14 million dollars, the balance being 
represented by investments of a miscellaneous character. 

Material and supplies are shown on the basis of ledger balances. Owing 
to war-time demands upon the railway personnel the customary physical 
inventory was not taken in 1944. 

Other deferred assets are composed mainly of contracts receivable in 
connection with the sale of land in Western Canada. E 

Other unadjusted debits consist of the unamortized cost of opening ballast 
pits which is to be written off on the basis of yardage used; the estimated salvage 
value of non-perishable material in ballast pits and other temporary tracks; 
general suspense debits covering the contra accrual of operating revenues and 
income, and other debit items that cannot be entirely disposed of until additional 
information is received. 

Long term debt does not include securities held in the Treasury of the 
railway nor those held as collateral by The Canadian National Railways Securi- 
ties Trust and the dominion government. 

The combined capital debt to the public, special funds and the Dominion 
of Canada was reduced by the net amount of approximately 7 million dollars 
during the year. Broadly speaking, this net reduction results from the loan 
repayments to the government of some 254 million dollars out of working capital 
created by cash surpluses, plus serial debt payments approximating 8% million 
dollars, less some 274 million dollars representing the balance of new capital 
requirements for additions and betterments. 

Accrued Depreciation—Canadian Lines—applies only to equipment. and 
dates from the Ist. January, 1940, retirement accounting continuing in effect 
for fixed properties. In respect of equipment, it should be pointed out that 
as no depreciation accruals were made prior to 1940, the present reserve would 
be liable to serious impairment from abnormal losses which would have to be 
accounted for if and when abnormal retirements were found necessary, because 
of exhausted service life and obsolescence, under any major post-war program 
for the modernization of the rolling stock of the National system similar in scope 
to that presently contemplated by other large railways in North America. We 
recommend to parliament that the railway be furnished with whatever authority 
may be deemed necessary to establish a special depreciation reserve to provide, 
at least in part, for this anticipated post-war situation. It should be made 
clear, however, that the creation of such a reserve would be an accounting 
provision only, involving in itself no cash outlay, because all expenditures 
as and when proposed to be made by the Railway on the purchase of new Equip- 
ment in the post-war period would form part of its capital budget subject to 
the annual approval and vote of parliament at that time. 

Accrued Depreciation—United States Lines—applies to equipment from a 
date prior to the Ist January, 1923, and to Fixed Properties (excluding track 
structure) mainly from the Ist January, 1943. 
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The corporate reserves for pension contracts, insurance, depreciation, 
deferred maintenance, material and supplies inventories, and amortization of 
certain defence projects aggregate some 160 million dollars, of which some 7 14 
million dollars are represented by specific funds. Furthermore, of the afore- 
mentioned 160 million dollars some 664 million dollars represent the accumulated 
total from 1941 of special war-time provisions for depreciation of equipment 
in excess of normal rates in order to provide for extra use, deferred maintenance, 
material and supplies inventories and amortization of defence projects. 

Other deferred liabilities are comprised principally of the outstanding capital 
amounts of the workmen’s compensation awards by the provinces of Ontario 
and Quebec, and the balance of the obligation to the State of Michigan in respect 
of the wider Woodward Avenue extension in Detroit. 

Other unadjusted credits are made up of the Canadian Lines’ estimated 
proportion of prepaid revenues on freight in transit; general suspense credits 
covering the contra accrual of operating expenses and income charges, and other 
credit items that cannot be entirely disposed of until additional information 
is received. | ae 

Dominion of Canada—Proprietor’s Equity—is set forth in the Balance 
Sheet and the relative schedule in accordance with section 2 (f) of the Canadian 
National Railways Capital Revision Act, 1937, which defines the composition 
of the account, and section 12 of the Canadian National-Canadian Pacific 
Act, 1986, which provides for the appropriation by Parliament for Income 
Deficits in any year in which they occur. The Surplus Earnings of some 873 
Million Dollars, as shown in the aforementioned schedule, are for the years 
1941 to 1944 inclusive. The attention of Parliament is drawn to the fact that 
the total book value shown for Proprictor’s Equity is subject to the factors 
referred to in our comments on Investments in Fixed Properties and Equipment, 
Accrued Depreciation and Pension Plans. . 

Major Contingent Liabilities are outlined in the relative schedule. (That 
is at page 21). In respect of Pension Plans referred to therein, we would point 
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(a) Under the 1985 Contractual Plan a reserve is set up against the esti- 
mated capital value of contracts in force but not against pensions 
conditionally accruing. The contributions by employers presently 
in service are invested through the separately administered Pension 
Trust Fund, the accounts of whieh are not included with those of the 
Railway. 

(6) Under prior Non-Contractual Plans no reserve is set up against the 
capital value of pensions now being paid or conditionally accruing. 


The accounts of the National System are stated in Canadian currency con- 
verted mainly at the par of exchange. 


General Scope of Audit 


The general scope of the test audit of the National System accounts for the 
year 1944 may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities which are based mainly 
upon recorded Resolutions of the Directors. These expenditure author- 
ities in turn are established principally by Corporate By-Laws, Orders- 

~In-Council and Acts of Parliament; 

(b) Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, covering a cross-section of the major 
expenditures so authorized; 


134 | STANDING COMMITTEE 


(c) Examination into the adequacy of the internal audit control in general — 
as exercised by the accounting staff of the System. In this connection 
we work in collaboration with the executive accounting officers at 
Headquarters having as a common objective the securing of maximum 
internal protection to the System in the control of Cash Receipts and 
Expenditures, Securities Held, Material Stores, Accounts Receivable, 
etc., and 

(d) Audit and certification of the Consolidated Income Account and Con- 
solidated Balance Sheet for presentation to Parliament, which Body is 
thus placed in possession of facts upon which conclusions can ‘be 
reached as to the stewardship of the duly appointed administrators 
of the System. 


The audit covers the various Balance Sheet units in Canada, the United 
States and Great Britain with Income Accounts originating in the Revenue 
Offices, Regions, Separately Operated Properties and System Headquarters 
applicable to some 90 companies comprising the National System as an operating 
entity. 
Apart from those pertaining to the Canadian Government Merchant Marine 
Limited and the Trans-Canada Air Lines, the holdings in the Capital Stocks of 
the Affiliated Companies, as set out in the relative schedule, are insufficient to 
ceive voting control and accordingly the Companies are not treated as units ol 
the National System nor are their accounts audited by us. In a few instances 
their accounts are certified by Public Accountants but for the most part they 
are audited, in due course, by joint committee composed of National System 
accountants and representatives of outside interests. 


Uniform Accounting Regulations 

Having in mind the conflicting elements in the railway situation in Canada 
and the widespread publicity given to the matter from time to time in the 
decade preceding the present war, we are persuaded that the uniform present- 
ation of the published accounts of the two major Canadian railways will be 
of far-reaching importance in the post-war years to the Government and people 
of Canada as the shareholders of the National System. Accordingly, we deal 
briefly with the matter to which we have made reference for several years. 

Viewed strictly from an operation standpoint, the published accounts of the 
two railways have not been subject to proper comparison because of:— 


(a) Difference in the accounting bases as between Operating, Income, 
Surplus and Reserve Accounts and as between the “Consolidated” and 
“Parent Company” presentation, and 

(b) Disparity in traffic density over the peace-time years, due largely to 
the difference in purposes of original construction and extension of a 
considerable portion of the two properties. 


We therefore recommend to Parliament the establishment, as early as practic- 
able in the post-war period, of uniform accounting regulations for Canadian 
railways under the statutory authority of the Dominion. 

The recommendation is primarily that, after providing for any special re- 
quirements inherent in the ancillary operations of Canadian railways, these 
regulations governing the published accounts should follow the broad bases 
of the Interstate Commerce Commission classification for the United States — 
railways in respect of the accounting allocations to Total Operating Revenues, 
Total Operating Expenses (suggested to include Depreciation of all Equipment 
and the larger units only of Depreciable Fixed Properties), Net Income, Surplus 
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and the General Balance Sheet Accounts including specific provisions covering 


the utilization of Reserves. Whilst the adoption of the broad bases of the 
Interstate Commerce Commission classification is recommended because of 
international operations, it is in regard to the voluminous details invoived in 
some of the orders affecting the railways of the United States that we see the 
desirability of the proposed Canadian regulations ditierent in policy by sumpli- 


| fying the methods of accounting distribution at the source and by the avoidance 


of a certain amount of clerical expense. 

It is further recommended that the regulations require the published Income 
Accounts to show the two principal traffic density factors of freight tonnage and 
passenger volume per mile of road operated. 

The main advantage arising from the adoption of the proposed regulations 
would be the making available to the Government and people of Canada, 
particularly during periods of public discussion, an improved yardstick with 
which to measure the relative operating performances (apart from Fixed 


Charges) of the two major railways, thus eliminating the misconceptions arising 


through the endeavour to compare published results which have not been 


—computed_on the same basis. 


May I just make this comment to the members of the committee: on this 


_ particular matter we would like to be clearly understood that we are not in any 


way criticizing the accounting procedure of any other railway, but having regard 
to the public discussions of this so-called railway problem back over many 
years, we feel and have felt for a good number of years that a uniform pre- 
sentation of railway results would be in the interest of the people of Canada 
whom we represent, namely through parliament. 


CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 


Supplementing our audit certificate appended to the accounts published 
by the Securities Trust, we comment of the balance sheet as follows:— 

The Canadian National Railways Securities Trust, under authority of 
Section 22 of the Capital Revision Act, 1937, has been treated as a constituent, 
unit of the National System. There is, however, a provision in Section 23 of 
the Act requiring presentation to Parliament annually of a Trustees’ Report 


-and a separate Balance Sheet for the Securities Trust. It is further provided 


that the Trustees’ Report is to set forth the transactions of the Securities 
Trust during each year, which comprise the net change in the book value of 
its Capital Stock originating in the accounts of the Railway and, subject to the 
approval of the Governor in Council, the release (if any) of Indebtedness or 
Collateral Securities belonging to the Trust. 

I think if I may, just at this point, in view of the discussion that has 
already taken place in regard to the Securities Trust and the Capital Revision 
Act of which this is a part, point out that there is one very important thing 
which should be mentioned to the members of this committee; namely, the 
basic reason for the capital revision and the consequent creation of the 
Securities Trust. Fundamentally the purpose behind the Capital Revision Act 
had to do with the credit of this country. For some years prior to that 
time there was a misconception which arose as to what Canada’s debt position 
really was and it got to a serious point in New York and London I believe 
at that time Canada’s net debt was in the neighbourhood of three. billion 
dollars and duplications had reached the proportion of 50 per cent of that 
net debt. It had been considered that in view of the problem of the railways, 
which was real enough in itself, there was little good common sense in per- 
petuating a condition which added to that problem. And I might say this, 
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that at the time the bill was up for consideration and during the presentation 
by the then Minister of Transport of the reasons behind the measure con- 
templated, the matter of debt duplication was brought out; and at the same 
time during the passage of the bill though the Senate committee the matter 
was again considered; and at that time the New York bankers for Canada 
were up here to deal with a loan for the Dominion; the matter was discussed 
with them and the minister of that time and the Bankers stated very definitely 
that the potential interest rate on Canadian borrowings might very well be 
affected by the debt duplication. I would just like to have that put on the 
record for the information of the committee, because there might be a tendency ° 
to look at this Securities Trust in some way as a devious means to complicate 
the accounts of the National railway. There was no such intention on anybody’s 
part, but 1t was one of those necessary things to preserve the equity of the 
dominion government in respect of these unguaranteed securities that were 
outstanding at that time. Furthermore, I would just like to mention one 
other thing, that it was made clear at that time that this capital revision 
did not in any way affect the debt to the public, and it was clearly set out 
by the minister in his statement to the Commons’ committee that even if the 
bill were enacted the interest burden of the national railways would still 
remain very much higher than that of other railways in Canada and in_ the 
United States. 


Mr. Hazen: Where do we find the statement which you just referred, 
the one made by the then minister to the committee? Can you tell us where 
we can find that? 

Mr. Matrurews: Yes. As a matter of fact, there was considerable interest 
in the whole matter at the time, and I have here one of the copies of the 
statement which the minister had prepared and submitted to the committee 
giving the basic reasons for the bill and full details of the Act itself. Several 
hundred copies of it were printed at that time. 

Mr. Hazen: What is it entitled? 

Mr. Marruews: It 18 entitled, “Capital Revision Act 1937,—explanation 
of the provisions of same.’ 

Hon. Mr. Cuevrter: I will see that members of the committee are supplied 
with copies of. that. 

The CuarrMan: And now, gentlemen, we will have to skip Trans-Canada 
Air Lines until a later date. 

Mr. Marruews: We cannot deal with that anyway because the accounts 
have not been submitted to the committee as yet. What about Canadian 
National (West Indies) Steamships Limited? 

The CuatrrMan: That is all right. 


CANADIAN NATIONAL (West INpIES) STEAMSHIPs, LIMITED 


The accounts of the Canadian National (West Indies) Steamships, Limited 
and subsidiary companies are not consolidated with those of the national 
system, the 100% stock ownership of the parent steamship company being 
vested in the Dominion covernment. 

Supplementing our audit certificate appended to the accounts published 
by the Steamships, we comment on the consolidated income account and consoli- 
dated balance sheet as follows:— 


Consolidated Income Account 


The Surplus for the year 1944 amounting to some $1,271,000 is after making 
provision for the general expenses of operation and:— 


(a) Interest on Funded Debt held by the Public; 
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(b) Interest on Loans from the Dominion Government; 
(c) Depreciation of Vessels; 
(d) General taxes, and 


(e) Pension Payments to the Canadian National Railway Company as 
Pension Contract Underwriter. 


The total of provisions (a) to (e) approximates $899,000. 

| The Surplus for the year shows an increase of some $832,000 as compared 
_ with 1943. In the main, this increase in the Surplus arises from additional 
Charter and Management Fees, improved ratio of direct Operating Costs to 
Revenues and reductions in the charges for Pensions and Interest in 1944. 


| Consolidated Balance Sheet 


a Investments in Vessels and other properties are carried on the basis of cost. 
_ During the year these Investments were reduced by approximately $216,000 as 
'-a result of Vessel losses covered by insurance. 

P Of the total Insurance and Replacement Fund, some $1,154,000 applies to 
_ Insurance and. $6,113,000 to Replacement. The Fund as a whole is composed 
of cash, unsettled claims against Underwriters and investments in the securities 
of Dominion, Provincial and Municipal Governments. The year-end market 
| value of the securities exceeded the book figure. The Insurance portion of the 
| Fund increased approximately $140,000 during the year with no major loss 
_ claims payable being reported outstanding at the date of the Balance Sheet. 
| The Replacement portion of the Fund is maintained for the purpose of providing 
either for vessel replacement or redemption of the outstanding Bonds at their 
maturity. 

ea Funded Debt remained unchanged in 1944. 

é The total Capital and Interest Indebtedness to the Dominion of Canada was 
reduced by approximately $1,819,000 during the year as a result of the payments 
_to the Government out of the working capital created by Cash Surpluses. 

B Of the total Insurance and Replacement Reserve, some $1,154,000 applies 
_to Insurance and $2,257,000 to Replacement. For all practical purposes the 
Replacement portion of the Reserve may be regarded as representing appro- 
| priations from Profit and Loss Account in respect of Capital Gains and Oper- 
_ating Profits of the Replacement Fund. 

| With reference to the Contingent Liability for Pensions, we would point 
| out that a Reserve has been provided through the C.N.R. as Pension Contract 
| Underwriter against the estimated capital value of contracts in force under the 
1935 Plan but not against pensions conditionally accruing. The contributions 
_by the Steamships employees presently in service are invested through the separ- 
_ately administered Pension Trust Fund under the same Plan. 

| The accounts of the Canadian National (West Indies) Steamships, Limited 
| are stated in Canadian currency converted mainly at the par of exchange. 
We have received the customary certificates from the responsible officers 
| of the Steamships relating to current maintenance and physical retirements of 
| Capital Assets. 

| In respect of the Steamships the test audit for the year 1944 was similar in 
| scope to that of the National System previously outlined in this report. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


Mr. Mayzpanx: I would move the adoption of the report with the exception 
‘of the T.C.A. part which has yet to be passed. 
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Mr. Hazen: You made a number of recommendations in this report, would 
you mind pointing out where they may be found so we will have them before us? 
How man of them are there? 

Mr. Nicuotson: ‘There is the matter of the fixed charges, page 2. 

Mr. Hazen: What is the first one? | 

Mr. Marruews: The first one has to do with depreciation on fixed properties. 
That is on page 2. Then, in the last paragraph on that page under the heading, 
Consolidated Income Account, we have called the attention of parliament to the 
effect of wage rates, material prices and fixed charges. 

Mr. Hazen: There is one on page 3, Accrued Depreciation? 

Mr. MarrHuews: That is right, that is on page 3, the third from the last 
paragraph. 

Mr. Hazen: That is the second one, isn’t it? 

Mr. Marruews: And the uniform accounting regulations. 

Mr. Hazen: There are three recommendations at the moment? 

Mr. MatrHews: Yes. 

Mr. Hazen: Have you a list of the vessels and their value making up that 
total of $5,589,000? Could you give us the value'of each vessel? 

Mr. Marruews: ‘The railways could supply you with that, yes. I haven’t 
got it. 

Mr. VaucHAN: That statement is as follows:— 


CANADIAN NATIONAL (West INDIES) STEAMSHIPS LIMITED 
Cost of Vessels owned at December 31st, 1944:— 


EO0Y NEGUS OT Sen Sie a ee eR eg, eee $1,685,730 12 
Lady Rodney 3S osc eats tiene ete, aman: 1,784,672 30 
GC OENCOL i oe ee ee Ee 394,872 48 
CAVE Er elo Sr isats tee eee PW er 3 ee 435,770 36 
COTE CLOT EA; aac aaa Aa acs ee an ee 286,759 85 
Chomedy erwin. 2 eee oe bee eee 500,739 02 
COLDOTNe AA ee ee eee Bret Ants 500,724 02 


$5,589,268 15 


profit, isn’t it? 

Mr. Matruews: Yes. 

Mr. JACKMAN: Why do you not put it that way then? 

Mr. Marruews: Because it goes back to the original government practice 


in 1932, when the total deficit, was divided as between such items as depreciation — 


and other non-cash items; then about 1935 or 1936 in order that the Canadian 
National Railway results would be complete, so that there would be no division 
between cash surplus and non-cash surplus, the account was put on the basic 
assumption that if the railway had a deficit it would not make any difference 


how the charges originated, whether they were depreciation or other bookkeeping | 


items, the proposed deficit would be voted by the government as such and the 


monies used like in depreciaion in reduction of the requirements for capital : 
purposes. It was adopted about 8 or 10 years ago in order to eliminate any — 
question of what the complete income result was and the term “cash surplus” has 


been carried forward simply arising out of that practice; that is why we make 


mention of the matter in the report, because we know that in commercial 4 


practice the term is not ordinarily use 


Mr. JacKMAN: The department cash surplus, that is synonymous with net — 
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Mr. JAcKMAN: Then, referring to the consolidated income account, can 
you tell me this; does the railway pay any income tax to the provincial govern- 
ments? 

Mr. MarrHews: The matter of income tax is one that has been determined 
by the government. We would not have any comments. There are no Dominion 
income taxes in Canada being paid by the Canadian National Railways. 


Mr. JAcKMAN: Even if they made money, would it be taxable by the 
provinces; I mean, in the same way as other corporations have to pay income 
taxes? 

Mr. Marrnews: I do not think we could enter into any discussion on 
hypotheses like that. 

Mr. JAacKMAN: Then, (g), the figures under the pension fund as a reserve; 
do you consider the plan to be actuarially sound, and similar to other commer- 
cial practice in this country or the United States? 

Mr. Marruews: I do not think that you could compare it with the United 
States, because they have an entirely different set up over there. But so far as 
the capital value of the pension contracts issued are concerned, the capital value 
is determined on what we consider to be a sound actuarial basis having regard-to 
the potential earning power of money, life expectancy, etc.; and the matter is 


referred from time to time to the dominion department having some knowledge 
of these matters. 


Mr. JAcKMAN: There is no question about these contracts which are issued 
pl a force, but in view of the accruing liabilities as employees retire—they are: 
Mr. Marruews: Yes. 


Mr. Mr, Jackman: And there is a liability, although not an immediate one, 
relative to these employees who will reach the retirement age of 65? 
Mr. Matruews: Yes. 


ae JACKMAN: Do you feel as an auditor you should draw special attention 
to that‘ 


Mr. Marruews: We point that out to you. We can not do more than that. 


Mr. Jackman: I appreciate what you are saying, why you do point it out; 
could we do anything about it in order to have a complete picture of the accounts? 

Mr. Marruews: No. Quite frankly our feeling on the matter is that so 
long as the parliament of Canada have knowledge of the fact; that with the 
development of the pension plan of the Canadian National Railways, the way 
that the 1935 contractual plan is gradually absorbing more pensioners each 
year—we would not ourselves sponsor at this time any recommendation for 
the capitalization of a so-called pensions accruing. There are many reasons for 
that. One of them is that they are entirely conditional. It would be very 
difficult to form any actuarial opinion—in fact I do not see how any actuarial 
basis could be attempted, because not only is the matter of life expectancy 
involved in pensions, but the matter of employment. 

Mr. JAcKMAN: Yes; but, Mr. Matthews, if you were taking over a company 
with a lot of old employees and one of the conditions of the purchase of the 
assets was that you maintain these people and continue the company’s practice 
of granting pensions at the age of 65 years, certainly you would have a very 
great monetary liability there which would affect the position of the company. 

Mr. Marruews: Mr. Jackman, you are saying that we recommend to 
parliament...; I am just saying that the Canadian National Railways having 
regard to all the facts and for all practical purposes the Canadian National 
Railways contractual pension plan over a period of years is going to ‘be fairly 
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representative; and while it is quite true as we point out that accruing pensions 
and these pensions being paid’ under non-contractual plans,—there is no capital 
liability set up, that is perfectly true; but when one looks ahead a bit and 
visualizes the pension situation ten years from now we feel that each year the 
situation will come closer to righting itself. It would be a tremendous problem 
to attempt any capitalization of accruing pensions, either under the 1935 plan, 
or to attempt to capitalize other plans. It would be much easier to estimate 
the capital value of pensions being already paid under the non-contractual 
plans; but, with respect to the capitalization of pensions accruing, subject to 
the conditions that are laid down in the pensions regulations, I see no means 
by which you could arrive at an actuarial basis because employment is involved. 

Mr. Maypanxk: Is it not a fact that the determination of the actuarial 
soundness of any pension plan is a separate study of itself? 

Mr. Marruews: Yes, and the actual value of the pension contract presently 
outstanding is an actuarial study. 

Mr. Maypanx: And auditors are not actuaries? 

Mr. Marrurews: No, auditors are not actuaries. 

Mr. Maypanx: No. | 


Mr. Marrnuews: But Mr. Jackman is raising a point that has to do with the 
pensions that are accruing out of the 1935 plan, and also pensions that are 
presently being paid under the non-contractual plans, and what is the capital- 
izable value of these things. 

Mr. MAyBank: . Yes. 


Mr. MarrHews: My answer is that our view is that the Canadian National 
Railways contractual plan if given time will meet all reasonable requirements.. 

Mr. Jackman: I would like to be assured of this; is the C.N.R. doing 
as much in the way of setting up a fund for this contingent liability as are 
comparable companies in the railway field in Canada or the United States? You 
said it was difficult to make any exact comparison. But let me point this out, 
that some of the companies, particularly the smaller ones, do not have pension 
plans, if an employee gets old they take care of him, give him so much money, 
whereas the large companies endeavour, particularly in good years when they 
have sufficient surplus to enable them to do so, to set up a pension fund. 

Mr. Matrunews: That is right. 

Mr. Jackman: But there is that difference, some of them set up their 
funds through insurance companies while others have pension funds of their 
own, and f want to know whether this large company—this is one of the largest 
in the country—is doing as much in the way of taking care of that liability 
as other companies. ey 

Mr. Marruews: I think the present position of the Canadian National 
Railways pension reserve is far in excess of what the majority of large companies 
either in Canada or the United States are doing. I should like to see the 
balance sheets of many large companies which have capitalized their pension 
liabilities to any greater extent than the Canadian National Railways. 

Mr. JACKMAN: Of course, you have got two classifications. You have oot 
one classification which is actuarially sound and you have got the other classi- 
fication which is not in the same category. 

Mr, Marrnews: That is quite true, but I still say from a comparative 
industrial point of view I think the Canadian National Railways are on a very 
sound basis. 

Mr. JAckMAN: What do the American railways do? - 

Mr. Marruews: In the United States the situation is entirely different. 
These things are operated under the auspices of the government. 
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Mr. Jackman: If they adopted uniform accounting particularly following 
the I.C.C. classification would it make a difference with regard to this? 

Mr. Marruews: The American railroads are not setting up capitalized 
liabilities to compare with the Canadian National on these contracts. 

Mr. Maypank: What about the C.P.R.? . 

Mr. Marruews: I think the C.P.R. have an entirely different set-up. We 
are not. really familiar enough with the C.P.R. They have their own pension 
plan, but I would say that the liability set-up of the Canadian National Rail- 
ways will compare very favorably with many large corporations of which I 
have any knowledge. : 

The Cuatrman: Gentlemen, Mr. Maybank has moved the adoption of the 
report. : 

Mr. Rei: I have got two questions I should like to ask. 

Mr. Maypanx: I have moved the adoption of the report in order that 
questions might come in on the motion. That is all. I was not trying to hurry 
it up. 

Mr. JackMan: I asked expressly whether you wished interruptions as we 
went along or whether I should wait until afterwards. 

The CuHairMaAn: It is one o’clock. I will tell you what we have left. 
There are three estimates and this auditor’s report. You have further questions 
to ask on it. I think there was some objection to meeting at 4 o’clock depend- 
ing upon the T.C.A. bill being brought up in the House. Can we arrive at a 
time that would be suitable? (Discussion re adjournment). 

- Hon. Mr. Cuevrier: Why do we not do it this way: adjourn 4 o’clock 
and see what happens in the House from 3 to 4? If there is a discussion perhaps 
we can adjourn from 4 to 8. Is that agreeable? 

(Carried) 

The CuarrMan: There is one other matter, gentlemen. I must advise the 
head of the T.C.A. when his officials are to come down here. With the approval 
of the committee may I say Tuesday? 

Mr. Harkness: I do not think you can because we do not know how long 
this bill is going to take. . 

Hon. Mr. Cuevrier: You can decide on that this afternoon. 


The Committee adjourned at 1.10 p.m. to meet again under the arrange- 
ments as outlined above. 


AFTERNOON SESSION 


The committee resumed at 4.00 pm. Mr. R. Maybank, Vice Chairman, 
presided. 

The Vice CuairMan: Mr. Clark had to go away and as vice chairman I 
have got to sit in his chair. Before adjournment we were taking up the auditor’s 
report and had begun the questioning of Mr. Matthews on it. Shall we continue 
from there? I think you were asking a question at that time, were you not, 
Mr. Jackman? 

Mr. Rei: Are we taking this page by page? 

The Vice CuHArrMAN: We have made no decision on that, Mr. Reid. I would 
thin that probably it would be better to start at the front and go through to 
the back. 

Mr. Rem: If you do that it keeps the argument more in sequence. 
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The Vice CHarrMAN: Are there any questions or observations on this 
report? 

Mr. JackKMAN: What were we at, Mr. Matthews? Had we finished the last 
question? , 

Mr. MarrHews: I believe we were talking about pensions. 

Mr. JackMAN: I think we finished that. On item (L), Fixed Property 
Retirements, I suppose we did see how much that was in the annual report 
although I cannot recall it to mind at the moment. About how much would that 
be as compared with previous years? 

Mr. Matruews: That would be about $1,650,000, roughly. 

Mr, JACKMAN: Owing to the necessity of using all available equipment is 
that sum very much less than in a normal pre-war year? 

Mr. Marruews: During wartime naturally retirements of property would 
be on a lesser scale when the need is great. 

Mr. JACKMAN: That is what I am suggesting. 

Mr. MarrHews: Quite right. 

Mr. JacKMAN: You retired $1,650,000 last year. What is it for a normal 
pre-war year in the way of retirements? 

Mr. Marruews: On all fixed properties? 

Mr. JAcKMAN: The $1,650,000 applied to all fixed property? 

Mr. Marruews: No. I might say, Mr. Jackman, that is Canadian lines 
principally, because in the United States beginning with 1943, as we have 
pointed out, depreciation accounting was put into effect for fixed properties 
whereas on the Canadian lines they are still continuing to operate on the basis 
of retirements. 

Mr. JAcKMAN: The question is that $1,650,000 was the amount of fixed 
property retirements last year. How does that compare with a normal year?. 

Mr. Marruews: I will be subject to Mr. Walton’s opinion in the matter 
but my own view would be looking back over the years that during wartime it 
would naturally follow retirements would be less because of the fact you are 
not retiring property; you are using property beyond the point you ordinarily 
would use it. | 

Mr. JAcKMAN: That is what I have been suggesting for the last two 
minutes, but I want to know how much? 

Mr. Matruews: How much what? 

Mr. JAcKMAN: What difference is there as compared with the $1,650,000? 

Mr. Matrruews: I suggest you might ask Mr. Walton that question. 

Mr. VaucHan: What was the question? 

The Vice CHAIRMAN: Retirements in the years before the war as against 
this last year on fixed property. 

Mr. Cooprrr: I do not have the figure in front of me. 

Mr. JackmMAN: I only want to know approximately. 

Mr. Cooper: Last year the amount of property replaced, was in the — 
neighborhood of $12,000,000, and I would imagine that was substantially in 
line with normal retirements. 


Mr. JACKMAN: What was the figure of $1,650,000 that Mr. Matthews gave 
me for the last year? 

Mr. Matruews: This is the charge on the Canadian lines that is in lieu 
of what would be charged if there was depreciation accounting. It is excluding 


RAILWAYS AND SHIPPING 143 


track structure. That is entirely excluding track structure because you see 
the retirement of fixed properties, even with the Interstate Commerce Commis- 
~ sion, excludes track structure. There is no depreciation, and those undertakings 
where track is relaid are handled directly through the primary operating 
expense accounts. That, Mr. Jackman, would be something that would have to 
be taken out of the individual primary accounts. What we are referring to here 
in this figure I have given you is retirements apart from track structure. 

“Mr. Jackman: Item (L) in your definition section under Consolidated 
Income Account is fixed property retirements. All I am asking is was the 
amount last year in view of war conditions very much less, and how much less 
than in a normal year? 


"Mr. Marruews: In 1943 my recollection is that the comparable figure 
would not be very much different. 


Mr. Jackman: I presume these fixed property retirements are treated as an 
operating charge last year? 


Mr. Marruews: That is right. 

Mr. JACKMAN: One presumes they are less last year because you could not 
replace them. You kept them going. How much was it last year? One figure 
given to me is $1,650,000. What is the right figure, and how does the figure 
compare with a normal pre-war year? 

Mr. Marrurews: I could not answer you that because I would have to go 
back. A comparable figure could be secured for previous years if you want it. 


Mr. Jackman: It obviously must be less because you are building up a 
special reserve of money that you cannot spend at the present time to take 
care of it. 


Mr. Marruews: That has nothing to do with the reserve for depreciation. 


Mr. JacKMAN: Deferred maintenance though; you have got two or three 
reserves set uD.. 


Mr. Marruews: Deferred maintenance, that is quite true. The deferred 
maintenance account has to be taken into account in that respect, but I think 
we have to start with the fact that the track structure portion of fixed properties 
even in the United States are not subject to depreciation and they are not 
considered as retirements in that sense. They are charged as repairs through 
the primary accounts of maintenance of way and structure. It is a difference 
in term. This has to do with buildings and so forth on the Canadian lines 
principally. 

Mr. Jackman: I only asked a simple question. I only want two figures 
given to me, those of now and then. : 

Mr. Marruews: As I say if you want figures for previous years I have not 
got them but I can get them for you. 

Mr. Rew: There is a difference between depreciable fixed properties and 
the retirement basis comparing it with the United States Interstate Commerce 
Commission way of doing business. Is that not more important than what you 
have given the committee a moment ago because I notice that you recommend 
for the consideration of the committee that until the war is over we should not 
attempt to copy the order of the Interstate Commerce Commission in regard to 
buildings, stations, shops, and bridges? 

Mr. Matruews: Right. 


Mr. Rem: At the present time on the Canadian side we have them designated 
on the balance sheet on a retirement basis? 


Mr. Matrruews: That is right. 
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Mr. Ret: Whereas in the United States they are different? 
Mr. Matruews: They have been on the depreciation basis since 1943. 


Mr. Reitp: What would be the real difference in the balance sheet if we 
were on the same basis as the Interstate Commerce Commission? 


Mr. Marruews: You would be setting up an annual charge for depreciation 
and a credit reserve for depreciation for fixed properties in Canada the same as 
they are in the United States. 

Mr. JackMAN: If Mr. Reid will read the memorandum that Mr. Cooper 
prepared he will see the difference in these two systems’ 

Mr. Rew: Being a layman I want it in short terms, as few words as 
possible. I can read it but I want it in terms that I, at least, can understand. 

Mr. Marrnews: Even there, as you will notice, track structure is not 
included as part of depreciation. That is handled on a repair basis and not as 
a depreciable item. 

Mr. JAcKMAN: Perhaps Mr. Cooper could answer a question for me. Nothing 
hangs on it very much. Fixed property retirements are charged to operations 
during the year; is that right? ; 

Mr. Cooper: Yes. 

Mr. JAckMAN: What I am asking is, was the amount charged to operations 
on that account last year very much less than what it would be in a normal 
year because of the exigencies of war? 

Mr. Cooper: Somewhat less, Mr. Jackman, because under war conditions 
any property which could be kept in service was kept in service. 

Mr. Jackman: I understand the philosophy but what are the amounts? 

Mr. Coorrr: The only way of answering that would be to produce figures 
for five or six years which we can do, and that will disclose readily the amount 
set aside in 1944 as compared with the preceding five or six years, but generally 
under war conditions there has not. been the same retirement of property 
which there would be if labour and material had been available for replacement 
purposes. As to the amount, we cannot give you the figure off hand but we 
could have a statement made very quickly. We can give it to the reporter 
and have it put in the record. 

Mr. JAcKMAN: If I did not have the utmost confidence in the management I 
might think that it might be you only wrote off $5,000,000 charged to operations 
last year whereas ordinarily you have perhaps $25,000,000. I do not suspect. 
I just want to know. That is all. 

Mr. Cooper: It is unfortunate in a way that the statement which was 
handed in about depreciation was not read because one paragraph says this: — 

Attention is directed to the provision made in the accounts since 1940, 
in amount of $34,000,000, for maintenance of fixed property and equip- 
ment which has ‘had to be deferred due to the difficulties in obtaining 
labour and material. This sum includes provision for the loss chargeable 
to operating expense for fixed property the normal retirement of which 
may have been deferred under war conditions. 


Mr. Jackman: In other words, you have stated the accounts as conservatively 
as you can. You have stated your cash surplus as conservatively as you can. 

Mr. Cooprr: Yes. 

Mr. Jackman: I think that is a very good paragraph. 

Mr. Vaucuan: We will file that statement for you, Mr. Jackman. 

Mr. Jackman: All right, Mr. Vaughan. 

Mr. Harkness: What does this last item mean, amortization of discount? 


eR ag 5 
it 


2 RAILWAYS AND SHIPPING ie LAS 


Mr. Matruews: That is where issues have been made by the railway where 


‘the proceeds have been less than par and the amount of the discount is spread 


over the lifetime of the security and each year that amount is taken up in the 
income account so that on the maturity of the bond the discount is wiped out. 

The Vick Cuatrman: Are there any further questions on that? 

Mr. JACKMAN: Reading that further where you talk about depreciation of 
fixed property and subsequently make a recommendation about the I.C.C. 
what would you recommend in regard to the depreciation on hotels which I 
understand do not come into the American railroad system? 

Mr. Matrumws: As far as we are concerned we favor at this stage the 
adoption of depreciation for large units of fixed properties which would include 
hotels. 

_Mr. Jackman: You believe in a unit depreciation policy? 

Mr. Matruews: Yes, and particularly if the experience of the United 

States lines is satisfactory. Of course, we have to remember that it only 


started with them in 1943. We have reason to beleve that income tax factors 


may have influenced their thinking, because I well remember back in 1928 when 
the original order number 15,100 was passed the railways of the United States 
took strong exception to the adoption of depreciation for fixed properties, 
But as of the first. of January 1943, the inter-state commerce commission 
instituted depreciation accounts for fixed properties excluding track structure. 
As far as the Canadian National in Canada is concerned we think that the 
inter-state commerce commission has gone to some extreme in carrying out 
the provisions of depreciation on fixed properties, carrying it down to units 


that are relatively small; and therefore, that is for the Canadian National, 


we would prefer to see that limited to large structures such as terminals, 
hotels and very large bridges, and that kind of thing. That would not require 
too much clerical expense. There is a point to which if this is carried it over- 
balances the good. After all, the principal purpose in depreciation at any time 
is to avoid unusually heavy charges to any one year’s operations; and, if on 
a system the size of the National railways the depreciation on fixed 
property is limited to large structures we feel that that broad purpose could 
be achieved. However, there is some difference of opinion, as always, in these 
matters. That is our opinion. 

Mr. Jackman: You believe it should be depreciated on large structures 
only? 

Mr. Marruews: Well, Mr. Jackman, we say in view of the fact that 
depreciation accounting has finally been adopted by the Unites States lines 
that we think that consideration should be given to it for the Canadian 
National Railways. 

Mr. Jackman: Turning now to that paragraph on page 2 which you read, 
which says: ; 

Looking forward to the post-war period, the impact of the accumu- 
lated war-time increases in wage rates and material prices on the operating 
results from prospective revenues at that time is a matter to which we 
commend the consideration of Parliament. 


You also make mention of this question about fixed charges borne by 
the national system in comparison to other major railways in North America. 
I do not know (I am expressing my own opinion) but that seems to me to be 
a rather unusual paragraph to find in an auditor’s report. I should think that 
some managers might take exception to opinions like that being voiced by 
auditors, unless the opinions happen to be in agreement with those of the 
management. What are you going to say to the committee about that? What 
consideration do you think this committee should give to it? 
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Mr. Marruews: First of all, on the point as to the function of the auditors 
in calling attention to a matter of that kind, it would not ordinarily be done; 
but the position of the auditors of the Canadian National Railways is not 
exactly the same as the position would be with the ordinary commercial 
company. Let me just remind you, Mr. Jackman, of what the terms of the 
Canadian National-Canadian Pacific Act are insofar as they relate to the 
auditors. One of the provisions in the Canadian National-Canadian Pacific 
Act is this, it says: “their annual report shall call attention to any matters 
which in their opinion require consideration or remedial action.” Now, that 
is a pretty broad instruction to give to the auditors; and we feel that with 
the revenues at the level at which they have been in recent years and the 
developing satisfactory results that have been obtained that we should not 
miss the opportunity to just make mention in our report to parliament from 
our point of view. The legislation says that the auditors are to do that. Now, 
‘t is our view that because of the higher revenues of the war period, we do 
not want to leave any impressions so far as our reports are concerned that 
there are not heavy costs in there that may stick with us after the war, and 
‘f revenues should recede to any such levels as we had in the past years—it 
is just a point of comment in passing. | 

Mr. Jackman: May I say at once that I am very glad to get the terms of 
reference which the auditors hold, and our own terms of reference admittedly call 
upon us to examine all matters and to report from time to time the committee’s 
observations and opinions thereon. ‘That is why I bring up the subject now. 
That is why I asked at previous sittings whether the management had in 
view applications for higher passenger or freight rates. I understand that 
up to the present time there have been no such applications put in. But the 
auditors apparently feel that costs have gone up for the railway both with 
respect to wages and materials, and that with some diminution in the volume 
of traffic which we expect in peace time it may be that the management would 
find difficult going unless they got some relief by way of increased! rates. 

Mr. VaucHan: I think I mentioned that in some of my earlier remarks. 
I said we had not prepared any case for submission to the board of transport, 
but that if the present level of expenditures are maintained and traffic declines 
it is likely that we would need some relief. 

Mr. Jackman: Mr. Chairman, we as a committee have to put in a report 
to parliament, and we have to submit that report in writing. Do you want us 
as a committee to put something in with regard to raising rates? 

The Vice CHarrMAN: Mr. Jackman, I am only here chairwarming; but 
I suppose a matter of that sort a little Jater on would come into the hands of 
the usual small drafting committee, and then they would bring their draft into 
the larger committee for consideration; and while you were speaking, and 
because of what you were saying, it did occur to me that they would have to 
take that into consideration all right. That is the way my mind was functioning 
while I was listening to you. I felt that that was natural, that that should be 
done. 

Mr. JackmMAN: The last sentence in that same paragraph in the auditors’ 
report says this. “We would also make mention of the disproportionate amount 
of fixed charges borne by the National system in comparison with other major 
railways in North America.” 

The Vice CuHairMAN: That is right. 

Mr. Jackman: Anyway, to make any intelligent observation to parlia- 
ment in the discharge of our responsibility—it either is ours or it is not ours— 
we would be called upon to make a thorough examination of these matters; 
or, are we to deal with it in a merely perfunctory manner? I do not wish to 
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labour the point unduly, but it seems to me to be really our function, or some- 
thing should be done about changing the responsibility of this committee. We 
iust cannot grasp this tremendous system in a very short time, especially as 


intelligently as we should, and we need all the help we can get from the presi- 


dent. It may come about that there will be a squeeze there between the old 
road structure and the new costs and there won’t be anything left at all, we 
will be faced with a deficit again; and they have that under consideration 
and we as a committee should have it under consideration. Some of us do not 
know much about it. What are we to do? 

The Vick CuatrMAN: Don’t you think it is fair to remember this, that 
the railroad officials cannot make government policy, and they have got to 
be in their reporting and in all their statements guided to adopt what might be 
termed the attitude of factual reporting. I dio not think you can expect them 
to do more than call to the attention of the committee any difficulties that 
they have. Then, of course, the committee can recommend something in 
reference to government policy. But I think you would be putting them in a 
rather invidious position asking them to go too far into policy making. 

Hon. Mr. Cuevrier: Perhaps I should say this at this juncture, that the 
railway officials have made representation to the minister on more than one 
occasion in connection with a reduction of fixed charges. The matter is receiving 
consideration, and I am not in a position to say now what may be done in 
connection with it; but I can say it 1s being studied. 

Mr. JackMAN: That is very interesting; representations have been made 
to you; of course, the committee do not count. 

Hon. Mr. Cuevrier: You are saying that the representations are made 


- first to the minister, I think they should be made to the minister; and I presume 


that that is how it is brought about in the auditors’ report. You certainly 


would not suggest, I take it, representations being made other than to the 


minister first. I think the minister should be aware of what the railway has in 
mind with reference to the reduction of fixed charges. 

Mr. Jackman: I think he should be too; but it seems to me, as the auditor 
points out to us, that the system should be put in a more relative position to 
other comparable railways and we have not got very much information on it; and 
yet certain statements or suggestions have been made to you as to the reasons 
why there should be a reduction, but we have not heard very much about them 
at this particular session of the committee anyway; and if it is going to be taken 
up with you, and it has been, and the matter is brought to our attention by the 
auditors—perhaps not in the report itself—then I think we should give some 
examination to it if we are to be a real committee; otherwise we will not know 
just what we are doing here. 

__ Mr. Harris (G'rey-Bruce): May I ask, Mr. Chairman, whether this point 
is brought up for the first time this year, or whether it has been brought up in 
previous years; and, if so, what was done about it. 

Hon. Mr. Cuevrter: I do not remember it last year; I was not a member of 
the committee so I do not know, but I understand that this did come up before. 

The Vicr CuatrMAN: The matter has been up several times; I think it has 
been up in nearly every committee. It has always been pointed out and 
observed that this railroad is under this disability now being referred to. 

Mr. Harris (Grey-Bruce): I think there are about 11,000,000 people in the 
Dominion of Canada who hold that view. 

The Vick Cuarrman: That is right. The question is one which has been 
before this committee on several occasions, and I understand that it has been 


before the government at all times. 
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Mr. Vaucuan: In the preliminary remarks I made I filed a statement 
showing our fixed charges in comparison with other railroads, and it seems to 
me it might be helpful if this committee cared to go on record recommending 
that our fixed charges be brought more in line with our earning power. 

Mr. JACKMAN: Provided we have some reason for forming a like opinion. 

Mr. VaucHan: I think that statement I filed would be a very good reason 
for considering the matter. 

Mr. Hazen: The statement you filed is an appendix. Does that show the 
names of all the first-class railways in the United States? 

Mr. Vaucuan: It shows the names of the principal railways, those which are 
comparable with the Canadian National Railways. 

Mr. Hazen: What I had in mind was I thought there might be other United 
States first-class railways with higher fixed charges than those you referred to. 

Mr. VauGHan: The average in there is the average of the class one railroads 
in the United States. | 

Mr. Hazen: You gave us the average. I was thinking that there might be 
first-class railways other than the ones you show. You refer to several railways 
in that appendix. There are other first-class railways in the United States. 

Mr. VAuGHAN: We picked out the largest railways which would be com- 
parable with ours, and I am quite satisfied there is not a single railroad in the 
United States which has fixed charges comparable with ours based on their 
eross earnings. 

Mr. Hazen: I thought possibly you might have picked out the ones which 
had the lowest fixed charges. : 

Mr. VauGcHAN: No, sir. 

The Vic— CuHairMan: Three of the largest railroads are there. 

Mr. Vaucuan: I might say, if you go back to the pre-war days, the situation 
was very much different, very much worse from our standpoint, and those 
conditions may come again. For example, our fixed charges were 26-24 in 1939, 
and the average of class one railroads in the United States was only 15-21, and 
a number of them were very much lower. I think it is fair to assume that roads 
like the Santa Fe, and Union Pacific, which are two of the largest and most 
important railroads in the United States, might be taken for comparative 
purposes; and their figures are, for the Santa Fe, 6-91; and for the Union 
Pacific, 8-66, as against our figure of 26-24. 

Mr. Hazen: In 1989 what did you ask for, or did you ask that the fixed 
charges of the C.N.R. be made the same as the average charges of the railways 
in the United States? 

Mr. VaucHan: No. We have not done that. We have up with the Depart- 
ment of Finance now certain adjustments in our fixed charges. If I might be 
permitted to do so, I would make this suggestion to the committee. A number 
of these things are just in negotiation. We will have another meeting soon, 
pee March, and perhaps the matter might be discussed more fully at that 
Ime. 

Mr. Jackman: What I am suggesting, Mr. Chairman, is that if we are going 
to touch upon that aspect of the railway in our report, we must examine it. I 
am quite willing to leave it now; but if we are going into it, it is certainly pretty 
lengthy. ; 

The Vice Cuarrman: You would not want the adoption of anything along 
that line without a much more extended examination than we are having at the 
present time. 


Mr. JAcKMAN: That is what I am saying. 
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Hon. Mr. Cuevrier: I think you will agree with this, Mr. Jackman, that 
it is hardly 2 months since the war has expired, that the attention of the govern- 
ment has been directed towards war matters all along and has not had time to 
consider this thing as it should be properly considered. That perhaps might be a 
reason for leaving it then until the next session which should be very soon after 
this one. 

Mr. Jackman: I am quite willing to let it stand. But I hope, when the 
time comes, you will bring up reasons which are new as compared with those 
produced at the time you got the 1937 write-off. 

Hon. Mr. Cuevrizr: 1939. 

Mr, Jackman: When was it, 1939? 

Mr. VaueHan: 1937. 

Hon. Mr. Cuevrter: You are referring to the Capital Revision Act now? 

Mr. JAcKMAN: Yes; because undoubtedly the line has a heavy indebtedness. 
_ The sins of its folly cannot be eliminated entirely. Before I became interested 
in politics, I always understood that the C.P.R. was a monument to Sir John 
A. Macdonald and the C.N.R. was a monument to another creat Canadian. 

The Vice Cuairman: Shall we pass on now? Are there any other ques- 
tions or observations? 

Mr. Rew: Are we on page 2? 

The Vick CuairMan: We are just moving along, Mr. Reid. 

_ Mr. Ret: I just want a little information with regard to the insurance 
und. | 

Mr. Matrruews: Yes? 

Mr. Rep: I note at the foot of page 2: 


“The several special funds of the National System including sinking 
funds, deposits in lieu of mortgaged property sold, deferred maintenance 
fund, insurance fund and pension contract fund, amounting in total to some 
$77,000,000...” 


-and so on. I note it has increased by half a million dollars. What. insurance is 
that? 
Mr. Marruews: That is a self insurance fund carried by the railway for 
the insurance of most of its own risks and it has been in existence for perhaps 
15 years or more. It goes back a considerable time. 

Mr. Rem: Does the fund fluctuate a great deal? 


Mr. Marruews: It does not fluctuate a great deal now because it is a self- 
carrying fund, and any operating profits in the fund are transferred to the rail- 
way’s income account; so that for practical purposes the fund does not fluctuate 
a great deal excepting that the inter-system securities in the fund are always 
carried at par and where securities are bought below or above par, there are 
adjustments from year to year. In the year 1944 there was an adjustment of 
that kind due to the difference between par and cost in the sale of some securities 
within the fund. But other than that, the operating profits of the fund are 
transferred to the railway’s income account. 

The Vick Cuatrman: Are there any other questions? 

Mr. Hazen: The Northern Alberta Railways Company does not seem to 
have been very successful in its operation, judging from the statement. What is 
the length of that railway and what country does it serve? 

Mr. VaucHan: The Northern Alberta Railway runs from Edmonton up into 
the Peace River country, up to Dawson Creek. ‘There is also a branch east of 
there running north of Edmonton. It serves the so-called Peace River country. 
The road is owned jointly by the C.P.R. and the CNR. 
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Mr. Hazen: Are there possibilities of its position improving as the country 
gets settled? 

Mr. Vaucuan: As more settlers come in, and there is more wheat to ship 
and more traffic to come out, the situation should be improved. But I do not see 
any prospect for any immediate improvement. The road did reasonably well 
during the war years when there were so many contractors moving large 
quantities of material up there for the construction of the Alaska Highway. 

Mr. Jackman: That reminds me, Mr. Minister, that we were forgetting 
about the Hudson Bay Railway. I hope it will not take too long. 

Hon. Mr. Curveter: Well, we are ready. 

The Vicn CuatrMan: Is there anything else on that page? ~ 

Mr. JacKMAN: It is hard to get through this quickly. This insurance fund 
has increased approximately half a million dollars. You were talking about 
that a moment ago. No major loss has been reported. This insurance fund is 
to carry some of your own insurance? 

The Vicr CHAIRMAN: It is self insurance. 

Mr. Vaucuan: We carry our own insurance. We have a fund of our own 
and I think we have about $13,000,000 in it which is invested in good securities 
and which more than takes care of our losses. 

Mr. Jackman: Have you a ceiling on that? I mean, if you increase it 
every year by half a million, would the time not come where it met all needs? 

Mr. VaucHan: We did. We have got it up to the point now where we 
do not need to increase it any more. 

Mr. Jackman: I just cannot quite follow the wording, as to how you get 
that small profit of half a million dollars resulting mainly from the adjustment 
of the book value of the system securities sold during the year from par to cost. 
Can you give me an explanation of that? 

Mr. Marruews: Yes. I do not blame you. When system securities are 
purchased for the fund, if they are purchased below or above par, the fund 
figure is adjusted to par. In this particular year the railways were fortunate 
enough to be selling securities that originally the fund had to take a change on, 
and when these securities were sold, the sale price was above par and sufficient 
to wipe out the amount that had been orginally written out of the fund at the 
time it was purchased. 

Mr. Jackman: All I can say is, “What.an odd way of doing things.” 

Mr. Marriirews: No. I do not think so; because the principle of inter- 
system securities is that they are carried at par on the asset side in order to 
equalize the par on the ledger side. I think it is a most reasonable procedure, 
Mr. Jackman. 

Mr. Jackman: Why not put them at cost? Par value does not mean 
anything. 

Mr. Marruews: All systems securities are carried at par now in the special : 
funds, of which the insurance fund is one. 

Mr. Jackman: That perhaps accounts for the surplus if you buy them 
below par and when you sell them you adjust it. 

Mr. Marruews: That is right. That would come in as part of the operating 
profits of the fund, Mr. Jackman. 

Mr. JacKMAN: If they are operating profits, what happened to them again? 

Mr. Marruews: The operating profits of the fund are transferred to the 
income account of the railway each year. 

Mr. JacKMAN: That was the thing I wanted to question. Why did you 
leave the operating profits to the credit of the fund? | 
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Mr. MarrHews: Because it has been found that the amount at which the 
fund has been established takes care and has taken care of the losses of the 
railways over a period of years. In other words, you reach a certain point 
where it is determined within reasonable bounds that your fund is sufficient, 
and therefore it has been the policy of the railways in recent years to transfer 
the operating profits of the fund to the income account of the railway. It is 
all predicated upon the basis that the amount of the fund has proven itself to 
be sufficient for the purposes for which it was created. 

Mr. JAcKMAN: The annual income from the fund—not the difference between 
capital and loss, but the annual income is kept in the fund to pay for the 
losses. 

Mr. Marruews: No. If the fund suffered an operating loss in any year, 
that would be taken up. 

Mr. JACKMAN: Paid by the railway system? 

Mr. Marruews: Yes. It is maintained on the basis that it is changed 
where the inter-system securities are below or above par. That is the broad 
basis. As I say, Mr. Jackman, if in any line of endeavour you establish a 
reserve that has proven over a period of years to be reasonably sufficient, you 
would not continue to appropriate out of your earnings a continuing figure. 
You would reach a point eventually where it would not be necessary. That 
has been the policy of the railway, and the results thus far have justified it. 

Mr. JAcKMAN: It is not a very important matter, Mr. Matthews. But as 
I understand this, the railway carries its own insurance? 

Mr. Marruews: That is right. 

Mr. JackKMAN: And you have a fund there consisting of system bonds, 
securities of one sort or another? 

Mr. MarrHews: Yes. 


Mr. JackMAN: You did for a number of years pay an annual premium? 

Mr. MatrHews: Yes. - 

Mr. JAckMAN: Every year there is an annual premium paid. 

Mr. Marruews: There was, espcially in the earlier years, by charges to 
the operating expenses to create the reserve. 
Mr. JAckMAN: In the early years. You do not pay a current premium 
now? 

Mr. MatrHews: No. The charges to operating expenses now are not very 
substantial. 


Mr. JackMAN: They have no relation to what you would have to pay a 
commercial company? 

Mr. Matrnews: No. That is quite right; because over the early years the 
reserve was built up and reached that point where the historical record estab- 
lished that the amount reached was sufficient and the losses are taken into 
account each year against the earning power of the fund. 

Mr. JAcKMAN: And that fund is so large and healthy now that you do. not 
have to call on the railway for any premium or the equivalent of premiums 
at all. Is that right? 3 
Mr. Marrnuews: I would not say “any”. I just have not got the full 
analysis of the fund. Mr. Cocper, what is the proportion of premiums in here? 
Mr. Cooper: There are not any premiums now paid into the fund, except 
with respect to risks which we insure with outside underwriters. 

Mr, JAckMan: You mean there is a certain amount of re-insurance to 
spread your risk? 

Mr. Cooper: On special risks we take out outside insurance. 
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Mr. JAcKMAN: What would be the special risk in a railway system? 

Mr. Cooper: Fidelity bonds, Grand Trunk Milwaukee Car Ferries, the 
Pacific Coast steamships with respect to war risk; things of that sort. 

Mr. Jackman: The fund is set out in the balance sheet some place, is it? 


Mr. Cooprr: Yes. 

Mr. JackMaN: All right. 

The Vice CHarrMAN: That is, you only put in, Mr. Cooper, the amount 
that has to be paid out to some commercial company at the present time? 

Mr. Cooper: Yes. It is paid in and goes out and does not affect the 
balance of the fund. In answer to Mr. Jackman’s question generally, the 
railway to-day is not paying any premiums for insurance. The income from the 
investments of the fund is sufficient to meet the losses which occur. 

Mr. JAckMAN: In case you might be thinking I was critical, I wish to 
commend you for having such a nice fund there. You are very fortunate. 

Mr. Harkness: You have an item here reading, “Other deferred assets 
are composed mainly of contracts receivable in connection with the sale of 
land in western Canada.” Has the railway company still a considerable 
amount of land in western Canada? 

Mr. VaucHan: Yes, we still have quite an acreage for sale. 

Mr. Harkness: Where does it appear in the balance sheet? I was looking 


over the balance sheet and I do not see any amount included for the value of 


this land. The only thing I see is that shown at cost. 

Mr. VaucHan: It may not be shown separately. 

Hon. Mr. Cuevrier: What about miscellaneous property? 

Mr. Coorrr: The amount carried in other deferred assets with respect 
to contracts receivable on our western land amounts to $2,126,000. 

Mr. JackMAN: That is the amount receivable last year on instalment 
payments. 3 

Mr. Harkness: Where does that appear in your consolidated balance 
sheet? 
Mr. Cooper: It appears under the general heading of deferred assets and 
is the last item there, other deferred assets, $3,176,378. As the auditors say 
in their report the principal item included in that account 1s in respect of 
these western land contracts the amount of which is $2,126,000. 

Mr. Harkness: That is land already sold? 

Mr. Cooprrr: Yes. 

Mr. Harkness: I was talking about land which is not sold. 

Mr. Vaucuan: I do not think we have that figure but we will be glad 
to get it and give it to you. - 

Mr. Harkness: Where does that appear in your balance sheet or do 
you list it at all? : 

Mr. Matrruews: Miscellaneous physical property. 

Hon. Mr. Cuevrier: Miscellaneous physical property. 

Mr. Cooper: On the balance sheet under the heading of miscellaneous 
physical property, $65,127,197, the third item on the asset side. That includes 
$2,234,000 for land which is not sold. It is carried in the accounts generally 
at $5 an acre. 

Mr. JAcKMAN: Do you know offhand how many thousands of acres you 
have got? 

Mr. VauaHan: That we had originally? 

Mr. JAckman: No, left. 
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Mr. Cooper: I could not say offhand. 

Mr. JAcKMAN: About 400,000. 

Mr. VauGcHan: I think it is a little less than 400,000, but we will be glad 
to file a statement on it. 

Mr. Harkness: That is not really the rated value. It is just a figure 
set on it. 

Mr. Cooper: We wrote it down as far we thought we should write it down. 
We thought $5 an acre was the minimum amount at which to carry it in the 
balance sheet. 

Mr. Harkness: Actually I should think it would be worth considerably 
more than that at the present time. 

Mr. Cooper: I am sure it is, especially under present conditions, but keep in 
mind this is the unsold balance of the original acreage and naturally includes 
‘the worst of the acreage which we had. 

Mr. Harkness: Is the company making any effort to sell that land at the 
present time in view of the fact that prices are about as high in western Canada 
as they ever have been? 

Mr. VAuGHAN: We have a very active land department. We are selling 
substantial acreages of land every year. They are pushing the sale of those lands 
as hard as they can all the time. 

Mr. Harkness: | should have thought some of those lands could have been 
made use of for veterans’ re-establishment under the Veterans’ Land Act. 

Mr. VaucHan: I think our people have had some negotiations in that 
connection. I dao not know how far they have developed, but I know they have 
not missed any opportunity to dispose of these lands. 

Mr. Emmerson: That land is not developed land in any way? 

Mr. VaucHAN: It is not irrigated land. Most of it is unbroken land. 

Mr. Emmerson: There has been no attempt to foist that off on veterans, 
has there? 

Mr. Harkness: Most of this land is relatively close to the railway and I 
should think it would be quite suitable for veterans’ re-establishment. 

‘ Mr. VaucHaN: Some of the land is close to the railway and some is not so 
close, but we are not missing any opportunity at all to sell this land at what we 
think is a fair price for it. Our land department is very active in that connection. 

Mr. Rep: Under your colonization scheme have you investigated this land 
from an agricultural, climatic and every other point of view? 

Mr. VAucHAN: I did not catch that. 

Mr. Rem: Under your colonization scheme have you investigated the land? 

Have you had experts go in and check on the soil and the climate? 

Mr. VAuGHAN: We have our own agricultural and colonization department 

who do that. They have a report on every acre of land we own. 

Mr. Reip: How does it rate? 

Mr. VauaHan: As Mr. Cooper said, some of that land is not. the best land 
we had. Some of it is very good agricultural land but I could not tell you how 
the various parcels rate. These acreages are spread all over in different localities. 

Mr. Beauporn: I should like to ask a question but it is on page 5.. 

The Vick CuHatrMAN: We have been moving forward and backward. 

Mr. Beauporn: I have a question which is on page 5. I guess I had 

. better read it. It is under the heading “Uniform Accounting Regulations.” 
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Having in mind the conflicting elements in the railway situation in 
Canada and the widespread publicity eiven to the matter from time to 
time in the decade preceding the present war, we are persuaded that 
the uniform presentation of the published accounts of the two major 
Canadian railways will be of far-reaching importance in the post-war 
years to the government and people of Canada as the shareholders of the 
National System. Accordingly we deal briefly with the matter to which 
we have made reference for several years. 


Then a little further down you say:— 


lt is further recommended that the regulations require the published 
sncome accounts to show the two principal trafhe density factors of freight 
tonnage and passenger volume per mile of road operated. 


Then in the last paragraph you pomt out that if these recommendations 
are accepted it would eliminate the misconceptions arising through the endeavour 
to compare published results which have not been computed on the same basis, 
What I should like to know is why nothing has been done although you have 
been recommending these things for several years? Bx 

Mr. Marrimws: Something has been done in respect of that. As a matter 
of fact, in the early period of the war there was a departmental committee 
formed along with representatives of the two major railways to give some 
preliminary consideration to the matter. I believe that at that time it was 
under Mr. Howe but owing to war conditions it was not found possible at that 
time to bring the matter to any conclusion. It was a matter that had received 
some consideration at that time but since the war there have been more important 
things to consider. With the post-war period, and having some recollection of 
the thirties, our viewpoint is it would be a matter meriting the serious 
consideration of parliament. 

Hon. Mr. Cuevrrer: Perhaps I might add that in 1937 the then Minister 
of Pransport set up a committee. The reference to the committee was limited 
to an instruction to review the whole question of uniform railway accounting 
regulations under statutory authority of the dominion. That committee met 
and made a great deal of progress but was stopped by the war, as Mr. Matthews 
points out. Then it was agreed that their work should be discontinued for the 
time being as it was obvious on account of the increased work arising out of 
the war no radical change in accounting methods could be introduced. 

Mr. Bravuporn: Is that committee still in existence? 

Hon. Mr. Cueveier: I do not think so. 


Mr. Brauporn: Was that committee formed with the C.N.R. and the C.P.R. | 


. people? 

Hon. Mr. Curverer: Yes, I have a list of the names here. I think that 
the committee is defunct now. I presume the auditor puts it in his report so 
as to bring it to the attention of the committee and of the government in order 
to suggest that a similar committee be set up, or perhaps the same committee. 

Mr. Brauporn: I presume, Mr. Vaughan, it is contemplated that some of 
your officers will get in touch with officers of the C.P.R. in order to accomplish 
this? 

Mr. Vaucuan: Our officers and the C.P.R. are in touch from time to time. 
There have been many differences of opinion in respect of this accounting 
matter and I suppose there will continue to be. 


Mr. Brauporn: But this matter is being discussed? 
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Mr. VaucHaAN: There will continue to be differences of opinion. We have 
not quite reconciled our views yet either with the Canadian Pacific Railway or 
with Mr. Matthews on this matter, but I do not think we are very far apart 
and we may be able to get together. 

Mr. Rem: I was going to ask Mr. Matthews if any other railroads have, 
in your opinion, a better system of accounting and, if so, what is to prevent the 
C.N.R. changing their accounting system so as to be in line with the other 
railways if they think they are better? Why should there have to be compulsion? 
If they have a better system why not adopt it? What is preventing that being 
done? 

Mr. Marruews: We are thinking in terms of uniformity because in years 
gone by there has been so much publicity given to the comparative positions of 
the two railways. In so far as the National System is concerned they are in 
the main on the I.C.C. basis, but it is a question that. resolves itself ultimately 
into some department of government with authority to make regulations as 
the I-C.C. do and to see they are enforced uniformly by the railways of Canada. 

Mr. Rei: One would almost infer from reading that in the recommend- 
ation that the C.P.R. balance sheet is in such a form that it places itself in: 
a more favourable light, apart from the difference in fixed charges. Leaving 
that aside and speaking entirely of the operations of the railways and -their 
accounting systems one would gather from reading it that the C.P.R. must have 
a better system and that their balance sheet to the public shows a far more 
favourable picture. — 


Mr. VaucHAN: We would take decided objection to that. We think their 
system is no better than ours. 

Mr. Brauporn: I think your idea was to remove misconception on the 
part of the public but there is no intention on your part to say that the C.P.R. 
or any other system is better than the C.N R. 

Mr. Matruews: I thought I made that clear when I read that section that 
it was not a singling out of any other railway but a suggestion for uniformity that 
would apply to the two major railways of Canada, principally along the lines 
of the uniform accounting as effected by the Interstate Commerce Commission 
in the United States for all railways. 

Mr. Rem: I am willing to accept Mr. Vaughan’s statement right off, that 
their accounting system is itself better. I am willing to accept it right there, 
and having accepted it, I cannot see why the Canadian National system is in 
any inferior position before the public outside, apart from the capital structure. 

Mr. VaucHan: Mr. Matthews can say very readily whether he considers 
our system of accounting satisfactory or not. 

Mr. Matruews: We would not be certifying the accounts if we did not 
think so. But this is a matter which touches a much broader situation than 
that. It has to do with the history of public relations affecting the Canadian 
National Railways when comparisons are made with the Canadian Pacifie 
Railway; and I think those who remember the publicity given to the matter of 
the Canadian National Railways’ more or less hopeless position as pictured by 
many people in Canada during the period when the capital revision proposals 
were up and prior to that time, that one cannot help but. feel that uniformity 
of presentation would be of advantage to the people of this country who own 
this Canadian National Railways. I do not want to be placed in any position, 
as I said this morning, of passing any opinion on the accounting of companies 
of which we have no more knowledge than you have already gained through the 
accounts published. But in the post-war period, we have in mind for instance 
the matter of reserves and the utilization of reserves, and we feel strongly that 
there should be some means adopted that would ensure that the utilization of 
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those reserves be effected on a uniform basis. As we see it the only way 
that it could be accomplished would be under government auspices, somewhat 
similar to the position of the Interstate Commerce Commission 10 relation to 
the railroads of the United States. It is a matter that we realize is contentious, 
but we feel looking back over the years that it would be an advantage. 

Mr. Murcu: An advantage from the point of view of the public to be able 
to picture the relative positions of the railroads. 

Mr. Marruews: That is right, without criticizing either one. 

Mr. Murcu: It might be a good suggestion, with one system of explanation 
more approaching the lines of publicity than the other. 

Mr. JackMAN: May I suggest that the commission proposed by Mr. 
Beaudoin and Mr. Reid to go into the matter of accounting would hardly be 
needed in view of the fact that this committee is to sit again in a matter of 
months. Should we make any reference to that in our report, or do we want 
to go into it now? 

The Vice CHarrMAN: We can study it, as you said a little while ago, when 
we are talking about this matter of fixed charges. 

Mr. Hazen: I do not think we need to decide now to put it into our report. 

Mr. Rew: Perhaps at a later session we could go more fully into it. 

Mr. Hazen: When is that set up? 

Hon. Mr. Cuevrrer: That was set up in 1937. 

Mr. Beavuporn: Have we gone through this page 6, Trans-Canada Air Lines? 

Hon. Mr. Cuevrier: No, not yet. 

Mr. Jackman: I do not see, Mr. Matthews, that you have reported profits 
from affiliated companies. I was wondering if you could tell us whether there 
were any substantial earnings by the subsidiary companies which would accrue 
to the Canadian National system, but which has not yet been declared in the 
form of a dividend. 

Mr. Marruews: We are more concerned about losses. 

Mr. Jackman: You reported all the losses, but you did not say anything 
about profits, and whether or not they were paid over to the system. 

Mr. Marruews: That is quite right, but our chief concern about invest- 
ments of this kind is to keep parliament advised as to whether or not there 
are any of these companies in which investments are made that are suffering 
losses that are not reflected. ; 

Mr. JacKMAN: I see, you are more concerned with the losses; our concern 
is with both, as to whether there were profits or losses. 

Mr. Marrurnws: Mr. Cooper indicated this morning that there are several 
of these iaffiliated companies whose dividend record has been very good. 

Mr. JackMAN: He mentioned one of sixteen per cent. That may or may 
not have been paid over. I presume that he was talking about dividends. 

Mr. Marruews: Yes. 

Mr. JacKMAN: What I am asking is whether any substantial amounts earned 
in the affiliated companies were turned over, what our share was. 

Mr. Marrurews: Some of the American affiliates would naturally have a 
surplus the same as any other company, but the Toronto terminals for instance, 
in which there is a very considerable investment, is neither a surplus or a. deficit 
company. 

Mr. Jackman: All I am asking is, is there any substantial amount in 
relation to— 


Mr. Marruews: Do you mean, abnormal amount being withheld? 
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Mr. JACKMAN: I mean, is there any substantial amount earned that is not 
paid out? 

_ Mr. Marrnews: I do not think in any sense that there is any extra surplus; 
no, Mr. Jackman. 

Mr. Jackman: But I still— 

Mr. Marruews: They pay dividends annually when they are earned, but 
they naturally do not pay out of their surplus any more than any other prudently 
managed companies. 

Mr. JAcCKMAN: You see, the Companies Act has seen fit to make companies 
reveal whether subsidiaries have paid out their full earnings or are keeping some 
from the shareholders. As you will appreciate, in this case we are the share- 
holders, and I am merely asking you that question. 

Mr. Marruews: That is from an income tax point of view quite true. 

Mr. JAcKMAN: It is not from the income tax point of view, it is from the 
point of view of the shareholders; we are the shareholders, at least we represent 
them; I do not know whether these companies had any substantial earnings. 

Mr. Marruews: We have no company in mind that is piling up any undue 
surplus without making some distribution of dividends. 

Mr. Rem: Arising out of page 4, the general scope of the audit; is your 
audit itself very extensive? 

Mr. Matruews: Extensive? 

Mr. Rem: Yes. 


Mr. MatrrHews: Yes; as far as territory is concerned, our offices in Canada; 
we utilize them for most of the main accounting points such as Moncton, 
Montreal, Toronto, Winnipeg, Vancouver; and in the States at— 

Mr. Retp: You have offices at these various places across the country? 


Mr. Matruews: That is right; and our American offices cover such points 
as Detroit, Duluth, Cleveland and St. Albans and our London office takes care 
of the London and Paris offices of the National Railways. To that extent it is 
diversified at the principal points. 

Mr. JACKMAN: Other affiliated companies again, why did you see fit to put 
in clause (c), “that no corporate deficit had been accumulated up to the 31st 
December, 1944. This indicated position, however, should be considered in 
conjunction with the restricted accounting policies relating to accrued depreciation 
on this property”; what does that mean to us? 

Mr. Matruews: First of all, it would be a very unsatisfactory position if 
the National railways had substantial investments in affiliated companies that 
had any corporate deficits to start with. 

Mr. JACKMAN: Yes. 

Mr. Marruews: In the second place, we say that is not the case, the 
companies do not have corporate deficits; but we have to bear in mind that in 
the United States as well as in Canada these companies have not had depreciation 
accounting on fixed properties very long, only since the Ist of January 1943. 

Mr. Jackman: Is that a warning to us that the retirement accounting may 
not be adequate in connection with some of these companies? | 

Mr. Marruews: No. It is just a statement of fact, that in considering the 
actual financial position of these affiliates that in regard to depreciation on 
fixed properties their policy has been in line with the Interstate Commerce 
Commission which was started at a very recent date, 1943. 

Mr. JAcKMAN: In other words, we can take it from that that we are not to 
be warned by that paragraph. 

Mr. Mattruews: That is a statement of fact. 
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Mr. JACKMAN: Quite so, it should be considered in conjunction with restricted — 


accounting policy; you say, “this indicated position, however, should be con- 
sidered in conjunction with the restricted accounting policies relating to accrued 
depreciation of fixed properties.” I say there is a warning signal to draw my 
attention to something; that is it is not as healthy as the books indicate. 

Mr. Marruews: Not at all. It is only to point out to you that the accounting 
for fixed properties commenced at a late date, and that these companies in 
common with all other railroads in the United States have but recently adopted 
depreciation policies for fixed properties. 

Mr. Moore: Repeated references have been made to the fixed charges of the 
C.N.R. I think someone said that they were just about the highest railroad on 
the American continent. Is there any reason why the fixed charges of the C.N.R. 
should be higher than that of any other system? 

The Vice CuatirMAN: Do you mean, should remain higher? 

Mr. Ret: Should be higher. 

Mr. Vaucuan: On account of the way the railroads have been built up. 
There were high interest charges when these railroads were taken over and 
become part of the Canadian National Railways and they have been carried 
along. 

The Vick CHAIRMAN: Are there any other questions? 

Gentlemen, we had hoped you remember to get through these estimates also. 
I do not want to hurry anybody. I just point out that we had hoped to get 
through. 

Mr. Jackman: May I ask Mr. Matthews about the next paragraph which 
tefers to the Northern Alberta Railways? | 

Mr. Matruews: Yes. 

Mr. JAcKMAN: It says: “During the year investments in affiliated companies 
increased in an amount somewhat exceeding 12 million dollars, principally with 
respect to the purchase of additional bonds of the Northern Alberta Railways 
Company in order to finance 50 per cent of that company’s requirements for 
maturing funded debt and capital additions and betterments in 1944.” Of this 
how much was for additions and betterments. 

Mr. Matrruews: About a half million dollars. There was the maturing 
obligation of $2,420,000, of which the two railroads each contributed 50 per cent, 
the Canadian National proportion being $1,210,000. 

Mr. Rei: I move that the report be adopted. 

Mr. Brauporn: I will second that motion. 

Mr. JAcKMAN: What about the last page there? There are one or two 
items on the general scope of the audit. Do you have many defalcations, do you 
find any defalcations? 

Mr. Marruews: No. As we point out, we are primarily concerned with the 
system of internal audit control exercised by the railway and the officers of the 
railway have at all times been cooperative with us on any points where there 
appeared to be any desirable changes in order to protect the interests of the 
railway. And, further, Mr. Jackman, I would mention to vou that the railway 
has seen to it that they carry a very substantial fidelity bond which is world-wide, 
and that is good policy. 

Mr. JACKMAN: Then there are no defalcations? 

Mr. Marruews: I would not say there are no losses, but nothing of large 
proportions. 

Mr. JAcKMAN: But you mention that some of the premiums paid for 
insurance were to insure outside of the company for defalcations. 
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Mr. Marruews: That is the fidelity bond. 

Mr. JAcKMAN: You really are covered entirely for any defalcations. 

an Matruews: We think reasonably so, Mr. Jackman, anywhere in the 
world. 

Mr. JAcKMAN: Under that general scope of audit the auditors report that 
they have examined the minutes and by-laws, etc. I was wondering whether or 
not in view of the size of this corporation and in view of the fact that parliament 
saw fit some years ago to put into the Bank Act the requirement that there be 
published the attendance record of the directors of the banks—the directors of 
the company I believe get $5,000 a year for serving and as far as I know they 
do their job very well—do you think it would be in the interest of parliament 
and the people that attendance records were kept and published as in the case 
of the chartered banks? After all, people are much closer to this than they are 
to the banks in a sense because we own this and we only have public interest in 
the banks. 

Mr. VaucHan: I do not think there is any particular objection. We 
practically have 100 per cent attendance all throughout the year. 

Mr. Ret: Are there any vacancies? 

Mr. Vaucuan: I should like to point out that our directors do a great 
deal more than just sit in at directors’ meetings. 

Mr. Hazen: How often do they meet? 

Mr. VaucHAN: They meet once a month, but they are doing a great 
deal of work in between times for the Canadian National Railways. 

Mr. Mutcu: Do they get any expenses without income tax? 

Mr. Rem: I see there is no one there from British Columbia. That is 
why I asked about the directors’ meetings. 

Mr. Mutcu: You are too far away out there. 

Mr, JAckMAan: Do you want to recommend— 

The Vice CuairMan: There was a motion made, although I did not 
put it because at that time you also asked a question, Mr. Jackman. But 
there is a motion made by Mr. Reid and Mr. Beaudoin for acceptance of the 
auditors’ report. Is that what you are asking me now? 

Mr. Jackman: No. I was not referring to that. 

The Vick CuatrMan: I thought that you asked if there was a motion. 
I beg your pardon. 

Mr. JAckmAN: No. I was asking you whether or not... in view of the fact 
that it is not only in the public interest but is a publicly-owned railway, in 
view of the fact that parliament saw fit to ask for an attendance record of 
the bank director we—should ask for an attendance record in future of the 
directors of the Canadian National Railways? 

The Vick CHAIRMAN: Would you agree with this, Mr. Jackman? We 
will sit down to consider the report after the officers have gone, as we always 
do; and it would properly come up at that time. Is that not right? 

. Mr. JAcKMAN: Yes. 

The Vick CHAIRMAN: Will you bear that in mind and revive it at the time? 
Mr. JackmAN: I will try to. 

Mr. Brauporn: What is the next item? 

The Vicm CuHarrMAN: Are we ready for this motion? 

Mr. JAcKMAN: No. 

The Vick CuHarrMaNn: All right. I only wanted to know. 

Mr. JACKMAN: We are leaving the T.C.A. until next week, are we? 
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The Vice CHAIRMAN: Yes. 

Hon. Mr. Cuevrier: That is right. 

The Vice CuarrmMan: Are you ready for the motion? 

Some Hon. Mempers: Question. 

The Vick CuHarrMAN: Those in favour of the motion, say “aye”. 

Those opposed, if any? 

Some Hon. Memprrs: Carried. 

Motion agreed to. 

The Vice CHAIRMAN: That is carried, then. 

That concludes consideration of the C.N.R. reports. 

Mr. Rew: I wonder if I could ask one question of Mr. Vaughan. It is 
something that has always been running through my mind every time I pass 
from the west to the east. How much money is really collected from the 
poor passengers passing through Saskatchewan when they eat meals? I know 
it would not interfere with this system at all, but I-always wondered how 
much was collected and if there was a record of it kept. 


Mr. Vaucuan: I do not know whether we could segregate that or not. 
Mr. Mutcu: Ask the C.C.F. 


Mr. Rew: The C.C.F. had nothing to do with this. It was in effect before 
they came into office. I kicked about it. 


Mr. VaucHan: A man may come into the dining car in Alberta and may 
pay his bill in Saskatchewan or may come in Saskatchewan and pay his 
bill in Manitoba. 

Mr. Rem: I wondered if there was any accounting kept; every time you 
eat in Saskatchewan it 1s so much for a meal. 


Mr. VauGHAN: That tax goes to the province of Saskatchewan. You 
know that. 


Mr. NicHotson: And we are making a point of collecting it. 

Mr. VauGcHaAN: We have the same thing in the province of Quebec. 

Mr. Ret: There is? 

Mr. VAuGHAN: Yes. 

Mr. Mutcu: There is a little compensation in Quebec, though. 

The Vice CuatrmMan: This concludes the C.N.R. report. I do not know 
whether or not, in connection with these estimates, we will want the officers 
of the C.N.R. to remain. 

Hon. Mr. Cuevrier: Not unless they want to. — 

The Vick CHAIRMAN: We are not going to try to chase them away. I am 
sure the committee would want me to express our thanks to the officers for 
their attendance. 

Mr. Retp: I move a vote of thanks for the attendance of the officers and 
the information they gave. 

Some Hon. Memperrs: Hear, hear. 

The Vick CHarrmMan: That is unanimous and is reported on the minutes. 

Mr. Vaucuan: I should like to say to the committee, on behalf of the 
railway, that we appreciate very much the consideration of the committee. 

The Vice CuHatrmMAn: As I say, you are not being chased away, Mr. 
Vaughan; I think the next matter is one you may have an interest in. I think 
you will, anyhow. The next matter is concerning three items. There are 
still some blue estimate books here. 

Mr. Hazen: What is the page? 
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The Vice CuairMan: The votes are numbers 377, 378 and 421. The 
first two are on page 48. This is 377:— 

To hereby authorize and provide for the payment from time to time 
during the fiscal year 1945-46 to the Canadian National Railway 
Company of the difference (estimated by Canadian National Railway 
Company and certified by the auditors of the said company to the 
Minister of Transport as and when required by the said minister) 
occurring on account of the application of the Maritime Freight Rates 
Act, between the tariff tolls and the normal tolls (upon the same basis 
as set out in section 9 of the said Act with respect to companies therein 
referred to) on all traffic moved during the calendar year 1945 under the 
tariffs approved on the eastern lines (as referred in section 2 of the said 
Act) of the Canadian National Railways. 


The amount is $3,500,000. It was the same last year. What is your pleasure 
with respect to that appropriation? 

Mr. JACKMAN: Before we go on with this, I want to direct to the attention 
of the chairman of the committee, before the directors leave, that we have not 
touched the Hudson Bay Railway yet. It should not take very long. 

Hon. Mr. Curvrter: We are prepared to go on with the Hudson Bay Railway 
any time. 

Mr. Jackman: I do not care when you do it. I keep forgetting about it 
and you do not remind me. 

The Vice CuHatrmMan: I think the minister is to blame. He should be 
reminding you. 

Hon. Mr. Curvrier: There is an officer from the Hudson Bay Railway here, 
so we will be ready to go on. 

Mr. JaAcKMAN: I do not think we need the C.N.R. officials. 

The Vice CHAirMAN: Before you travel up to Churchill, what about this 
estimate? 

Mr. JAcKMAN: This comes before us because it is an estimate of the 
Department of Transport? 

The Vick CHAIRMAN: Yes. 

Hon. Mr. Cuevrrer: And it is a statutory estimate under the Maritime 
Freight Rates Act. 

Mr. JACKMAN: Have we power to alter it? 

Hon. Mr. CuHevrtrr: No. You have the power to amend the Act or at 
least parliament has power to amend the Act. 

Mr. JaAckMAN: What are cur functions in regard to it? 

The CHarrMAN: We have to approve it. 

Hon. Mr. Cuevrter: It is referred to the committee of supply and taken, 
by virtue of the motion setting up this committee, from the committee of supply 
to the Railways and Shipping Committee. It has been referred to this committee 
for some years, but it does not take away from parliament the right to discuss, 
consider and review this estimate when the committee is in supply. 

Mr. JAcKMAN: What I wish to find out is what we have to do with regard 
to it. 

The Vice CuairMAN: We have never done anything except just pass it. 

Mr. Nicuotson: Could we have some statement of the position during the 
war years? We have never taken much time going into details about this. 
Could we have some details as to that? 

Mr. JAcKMAN: What I should like to know, Mr. Minister, is if we are 
aiming at something, and if so, what it is. I should like to know what we are 
shooting at. It is very hard to direct questions until you know what it is about. 
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Hon. Mr. Cuevrier: Perhaps I should say that under the Maritime Freight 
Rates Act, section 2 and section 9— 

Mr. Hazen: What chapter is that? 

Hon. Mr. Cueverer: It is chapter 79. 

Mr. Hazen: 1927? 

Hon. Mr. Cuevrier: It is in the revised statutes of Canada of 1927. Autho- 
rity was given to the Canadian National Railways in each fiscal year to provide 
for the payment of the difference between the normal rates and tariff rates on 
the lines of the Canadian National Railway in the eastern districts or eastern 
lines; that is the lines of the Canadian National Railway operating in the 
provinces of New Brunswick, Prince Edward Island and Nova Scotia and the 
eastern part of Quebec, extending from Diamond Junction to Levis. 

Mr. Beuzite: Oh, the old inter-colonial. 

Hon. Mr. Cuevrerer: I will come to that. We discuss that in the next 
vote. This vote has to do only with the 20 per cent reduction in tolls paid 
to the Canadian National Railways and not to other lines operating in this 
area. 

Mr. Rei: There is no vote that could become more controversial than this 
particular vote, if it opens up. 

The Vics CHAIRMAN: That is right. 

Mr. Rep: Because I have argued it in the house for years, when comparing 
the rates with those in British Columbia. However, I am not going to open 
that subject up today. But if you want to open it up, I am ready to open it 
up with any one. 

The Vick CHairMAN: I think you had better stay with the bag pipes. 
We like them. 

Mr. Reip: I am not going to open it up. 

Hon. Mr. Cuevrier: If you look at the accounts of the railway, I think you 
will find that it is contained in their accounts as being received by the railways. 
I think Mr. Cooper dealt with that to some extent. last night. 

Mr. Cooper: What is that, sir? 

Hon. Mr. Cuevrrer: I am referring to the item of $3,500,000 that is paid 
by the government to the railway. 

Mr. Coorrer: That is shown on page 15. In 1944 the amount was $3 ,853 ,000 
as compared with $4,140,000 in 19438. 

Mr. Mutcu: That is just a contribution for the relief of the maritime area, 
is it not? 

Hon. Mr. Curvrter: That is right. 

Mr. NicHoutson: How do you arrive at this amount? 

Hon. Mr. Cuevrtier: It is estimated by the Canadian National Railway 
Company and it is certified by the auditors. The estimate arises out of the report 
of the Duncan Commission, I think, which found that discrimination was exer- 
cised against the maritime provinces as opposed to the rest of Canada, and 
recommended that some measure of relief be granted to the maritime provinces 
by way of reduced freight rates. Mr. Dunning introduced to parliament—in 
1927 or 28, I think—this Act and gave reasons for it at the time, namely that it 
was to give relief to the eastern provinces. 

Mr. Rei: And by the way, I think it was the only part of the Duncan 
Report that ever was adopted by parliament. That was singled out. 

Some Hon. Mrempers: No, no. 


Mr. Rep: I think so, anyway. 
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Mr. JAckMaNn: What discretion lies with the committee, Mr. Minister, in 
regard to this item? 

The Vick CHarrman: I do not fancy there is any discretion except that in 
debate, I suppose, resolutions adding to it might be made, but I do not know. 
It is a statutory amount. 

Mr. JaAcKMAN: Could I put a question to Mr. Vaughan? He sometimes 
knows more than he talks about. Can we do anything about this, Mr. Vaughan? 
What have we got to do with this? Do you know that? Can you help us out? 

Mr. VaucHan: We really are not affected to any great extent, because this 
refers to the difference between the tariff rate and the amount apparently that 
the Duncan Commission felt the people in the maritime provinces ought to be 
asked to pay. We still get credit for our tariff rate. 

Mr. Hazen: Is this 20 per cent less than the tariff rate? 

Mr. VAuGHAN: Yes. 

Mr. McCuttocu: Not in all cases. 

Mr. Harkness: Is this a lump sum paid every year, or does it depend on 
the amount of traffic? 

Mr. VaucHAN: Yes, it depends upon the amount of traffic. 

Hon. Mr. Curvrier: And the Canadian National Railways estimate what 
the amount of traffic is. 

The Vick CHarrman: It was more than this that was paid out last year. - 

Mr. Jackman: Are we supposed to consider the principle of the whole 
thing now? 

The Vicm CHarirman: No, because it is in an Act of parliament already. 

Hon. Mr. Cuevrier: It is a statutory vote, and I understand that in 
parliament we do not vote statutory items. They are on the estimates just as 
this one is. They can be discussed if one wants to do so, but I do not think 
they can be abrogated or annulled or affected in any way. 

Mr. Mutcu: The only way to alter this, if my understanding of it is correct, 
would be to attack the Act itself and amend the Act. 

Hon. Mr. Curvrter: That is right. 

Mr. Mutcu: Then this committee has no more power then any individual 
to do that. 

Hon. Mr. CuHevrier: I would not think so. 

Mr. Murcu: We could say, in our wisdom, that we thought somebody 
should change it, but it does not extend beyond that. 

Hon. Mr. Cueveier: That is right. 

Mr. Beaupoin: There is only one thing to do and that is to move the 
adoption of the estimates. | 

The Vich Cuarrman: It has to be adopted or else a change made, yes. 
We have always just approved it so far. 

Mr. Retp: To show you how broad-minded I am, I will move the adoption 
-of the estimate. 

Mr. Emmerson: I will second it. 

Mr. JACKMAN: There must be some reason for this. 

The Vick CHatrMAN: We are passing them every day in the House of 
Commons. 

Mr. JAcKMAN: It was referred specifically to this committee. 
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The Vick CHAIRMAN: Oh, yes. The reason for that was that it was tied 
in with the C.N.R. to a certain extent. It is a piece of money that goes to the 


C.N.R. I recall at the time that Mr. Dunning brought this Act in it was. 


specially stated, 


Well, it is tied in with the C.N.R. matter, and you might as well send 
it to the committee for consideration at the same time. 


That is the manner in which it got here. 

Mr. JAcKMAN: The consideration we give it is whether or not it is too much 
or too little. 

Hon. Mr. CHrvrier: I do not think you can change the amount. 

Mr. Ret: It is under Act of parliament. 

Mr. JACKMAN: Can we not revise it? : 

Hon. Mr. CHEvrieR: What happens is it is in the estimates which are 
now tabled in the House of Commons and referred to the committee of supply. 
It was withdrawn from the committee of supply at the request of the House 
some years ago and ever since then it has been brought before the committee. 

Mr. Hazen: Carried. 

Mr. Harkness: You say we cannot change the amount. That is why 
I was asking whether it was a lump sum. 

Hon. Mr. Cuevrter: The amount is not fixed by the Act. The amount 
is fixed by the freight and the traffic. The Canadian National Railways say 
to the government what the traffic is, it is audited by the auditors, and we pay. 

Mr. JAckMAN: I presume this is an opportunity for the maritimers to 
ask for an increase. 

Mr. McCuttocu: I move that this item be passed. 

The Vick CHarrMAN: I should think that Mr. Hazen would second that. 

Mr. Hazen: Yes. 

The Vick CHAIRMAN: All in favour? 

(Carried). 

No. 378 is:— 


Amount required to provide for payment from time to time during 
the fiscal year 1945-46 of the difference (estimated by the Board of 
Transport Commissioners for Canada and certified by the said Board 
to the Minister of Transport, as and when required by the said Minister) 
occurring on account of the application of the Maritime Freight Rates 
Act, between the tariff tolls and the normal tolls (referred to in Section 9 
of the said Act) on all traffic moved during the calendar year 1945 under 
the tariffs approved by the following companies: Canada and Gulf 
Terminal Railway. : 


Then there is quite a long list of railways there, and the amount is $900,000. 

Hon. Mr. Cuevrier: This is exactly on the same basis as the other only 
it is paid to railways other than the Canadian National Railways. 

Mr. Rei: I move it. 

Mr. McCutuocn: I second it. 

The Vick CHairMAN: Moved by Mr. Reid, seconded by Mr. McCulloch, that 
it be approved. All in favour? 

(Carried). 
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No. 421 is on page 54. It is the Prince Edward Island Car Ferry and 
Terminals :— 
Amount required to provide for the payment during the fiscal year 
1945-46 to the Canadian National Railway Company (hereinafter called 
the National Company) upon applications approved by the Minister 
of Transport, made from time to time by the National Company to 
the Minister of Finance, and to be applied by the National Company 
in payment of the deficit (certified by the auditors of the National 
Company) in the operation of the Prince Edward Island Car Ferry 
and Terminals arising in the calendar year 1945. 
The estimated amount is $713,000. 


Mr. Retp: There is just one question regarding that. I see an item in the 
estimates for a new car ferry, combination ice-breaker, railway car, highway 
vehicle and passenger ferry service. 

The Vick Cuairman: That is that capital expenditure. 

Mr. Rem: That should be of some considerable help when it gets into 
operation. 

Mr. VaucHan: That is a government matter. That is to replace the 
car ferry which was lost. 

Hon. Mr. Cuevrier: That is in the course of construction now. It was 
voted last year. 

Mr. McCuutocH: Was the insurance on that old ferry carried by the 
government or privately? 

Mr. VauGHAN: On the old ferry we were fortunate. No insurance was 
carried on those boats but we thought inasmuch as she was going out in the 
Atlantic around to St. John where she was to be dry-docked we should put 
some insurance on her, so we put $1,000,000 insurance on her, which was 
collected. 

Mr. McCuutocH: Very nice. 

Mr. VaucHan: And turned over to the government. 

Mr. Harris (Grey-Bruce): I think you are very modest when you say 
you were fortunate. 

The Vick Cuatrman: What is your will regarding that? 

Mr. McCutuocH: I move that it be carried. 

Mr. Harris (Grey-Bruce): I second that. 

The Vick CHAIRMAN: All in favour? 

(Carried). 

Where do we go from here, gentlemen? 

Hon. Mr. Curvrrer: Mr. Jackman, do you want to go into Hudson Bay? 

Mr. JAcKMAN: [I think I would like to look at it. 

Mr. McCuttocu: Stop off at Churchill. 

The Vick CHAIRMAN: Before you do that those items are usually the 
subject of a separate report to the House and are carried in the House separately 
from the other main report. It is usually the second report of the committee. 
Do you move that this be reported as the second report of the committee? 

Mr. Reip: I move that. 

(Carried). 

The Vick CuAarrMAN: The report will be drafted and submitted in the 
usual way. 

Hon. Mr. Curvrier: Mr. Jackman, there is just one thing I should like 
to say about the estimates of the Hudson Bay Railway. The fiscal year is not 
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the same as that of the Canadian National Railway. We have all the 
information that I think you will want. Mr. MacLachlan, who is an officer 


of the Canadian National Railways and familiar with the Hudson Bay Railway, 


has come down from The Pas to give evidence on it. There may be some 
difficulty in comparing the C.N.R. figurés with those of the Hudson Bay because 
the Hudson Bay is on the same basis as the government accounts. 

Mr. JAcKMAN: March 31st is the end of the fiscal year. 

Hon. Mr. Cuevrisr: That is right. 

Mr. JACKMAN: Perhaps this is the railway on which the C.N.R. want 
density of traffic. 

Mr. Vaucuan: I think you understand the method under which the Hudson 
Bay Railway is operated. It is operated by the Canadian National Railways 
as agents for the government. Mr. MacLachlan is manager of the Hudson 
Bay Railway. 

Mr. JAcKMAN: I felt that is was a big bill of expense each year and that 
we should inquire into it. We have a demand from certain members of the 
House for increased service on it and the opening up of the Hudson Bay route. 
IT think some of us should know something about it in the House of Commons. 

Mr. Nicuoutson: J think this is the first time we have had Major 
MacLachlan since I have been on the committee. I wonder if we could have a 
statement from him regarding the railway before we proceed. 

Hon. Mr. Curvrier: I do not know that Mr. MacLachlan has come down 
here to make a statement. He has come down here to discuss the accounts of 
the Hudson Bay Railway. ‘That was the question which was raised in the 
House of Commons and I think I answered that they would be available when 
the committee sat. Had I known before perhaps I could have said to Mr. 
MacLachlan that he prepare a statement on the general economics of the railway, 
but if it is going to be the custom to call him each year we can do that. 

Mr. JackmMaAN: If he should come down. I suppose he could come down 
or perhaps the C.N.R. who operate it can answer the questions. I should not 


think they would be very many or very deep in regard to it. It is the funda- — 


mentals of it we want, not the amount of axle grease used. 

Mr. Rem: I should like to hear a statement made, if not in this session 
probably in the next, because I have listened carefully every year since I came 
to Ottawa in 19380, with the exception of the war years, for a statement about 
Churchill, and with all due deference to the member who introduced it—and I 
think he did right—I have never heard a good reason for carrying it on. If I 
represented that district I, of course, would bring it into the House and want it 
carried on. 

The Vick Cuarrman: I feel sure you did not listen carefully. 

Mr. Mutcu: It is a quarter to six. I would not want to start on that now 
but you can have that information. 

Mr. JAcKMAN: Have we not got a balance sheet and operating statement? 

Mr. Nicuotson: Major MacLachlan has come a long way. It seems 
unfortunate to bring him all the way from The Pas without giving him a chance 
to say something about it. 

Mr. JAcKMAN: We are all waiting. 

Mr. Rem: How long will it take? JT will listen to you all day tomorrow 
and Sunday, too, but I hope you can finish it before six. 

Mr. JackmMAN: Have you a statement of assets and liabilities and the 
operating statement for last year? 

Mr. MacLacutan: I have got the revenues and expenses for last year. 

Mr. JACKMAN: Just one copy? 
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. : oe Mr. Cuevrier: It is ready for distribution and questions might be 
asked. 

(Department of Transport report on Hudson Bay Railway appears as 
appendix H.) 

The Vick CuarrMan: The questions might be asked, Mr. Jackman, and 
then it will be spread on the minutes. 

Mr. VaucHAN: It seems to me that this whole thing relates to the 
matter of government policy, whether they want this road operated or not. 
The point is that the lines cannot be operated otherwise. We have been 
criticized for not directing more grain to Churchill. We have nothing to do 
about it. The grain merchant is at liberty to consign his grain as he wishes. 
So long as there is a minimum amount of traffic going through there there is bound 
to be a loss. 

Mr. Rew: The atomic bomb may change it. 

Mr. McCuttocu: Is this the place to discuss that? 

Mr. VaucHan: It is a matter of government policy entirely. 

Mr. McCutuocu: This is not the place to go into that, is it? 

Mr. VaucHan: We are running @ minimum service, providing one train a 
week, and at certain times only one train every two weeks. These are mixed 
trains. If you ran a train every month instead of every two weeks you might 
Save some money, but not very much, because the track equipment and buildings 
have to be maintained. 

Mr. JAcKMAN: We have succeeded in getting the accounts referred to this 
committee, and I thing the C.N.R. people might give us the benefit of their 
opinion, ‘as we asked for it, as to what they think of this as a railway from the 
taxpayers’ standpoint; is the railway needed; and in view of the traffic and 
results, may it not be in the case of certain branch lines which should be 
discontinued? 

Mr. Beuzite: All the results of its operations are here. 

Mr. JackMAN: Naturally. 

Mr. Nicuouson: I see the revenue from trade is down a good deal, that. is 
indicated there on the first page. Could we have some explanation as to 

that? | 
Mr. MacLacuuan: You are dealing with the 1944-45? 
Mr. NicHoutson: Yes. 
. Mr. MacLacutan: In the previous year we handled a great deal of traffic 
for the American army. That dropped in 1944-45 with a resultant decrease in 
freight revenue. 

Mr. Jackman: Do you expect other decreases for that region? 

Mr. MacLacuian: Yes. We handled considerable traffic outbound this 
year. 3 

Mr. JacKMAN: About how much would the normal year show by way of 
operating revenue? 

Mr. MacLacutan: It is difficult to say, because we do not have normal 
years. We did handle some grain a few years ago, but is is pretty hard to say. 

Mr. Hazen: In the years previous to 1940, 1941 and 1942, what were your 
total operating revenues—could you give us the details for those years? 

Mr. MacLacuian: In 1941-42 we took in $104,985.15; in 1942-43 we 
took in $1,102,161 .15. 

Mr. Hazen: What about 1940-41? 
Mr. MacLacutian: In 1940-41 it was $113,488.74. In 1943-44, $647,941.90. 


Mr. JACKMAN: We have that here. 
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Mr. Hazen: Your figures are for 1942-43? 

Mr. MacLacuian: That is right there, sir. 

Mr. Jackman: In other words, $100,000— 

Mr. MacLAcHLan: —$110,000.00 appears to be about the minimum amount 
you get from local traffic. 

Mr. Rei: The deficit shown here is the clear deficit on the operation of 
the railroad, it is not like the deficit shown sometimes on the C.N., there is no 
debt structure in there? 

Mr. MacLacuuan: That is right. 

Mr. Rei: That is just on clear operation? 

Mr. VaucHan: There is no interest on investment. 

Mr. Rew: There is no interest on the investment of $33,000,000? 

Mr. VaucHAN: No. 

Mr. JackMAN: When was this railway built? 

Mr. MacLacuuan: It was started in 1909 and finished in 1929. 

Mr. Jackman: Was there any year in which you paid the operating costs? 

Mr. MacLacHuan: Yes, in 1942-43. | 

Mr. JacKMAN: What would be the net loss on operating account since 
1929, to date; or, in each year, if you want to put it that way. 

The Vick CHarrman: Mr. Jackman, the reporter has a good deal of diffi- 
culty in hearing you as well as Mr. MacLachlan. I think it is because you 
have been talking too directly the one to the other. 

Hon. Mr. Cuevrier: What was that question, again? 

Mr. JAcKMAN: The net operating loss or profit from 1929. 

Mr. MacLacuuan: I have it sir. I haven’t got it for 1929, but I have it 
for 1935 on. 
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Our expenses increased very materially. 

Mr. Jackman: These increases would probably be due largely to increases 
in material costs? 

Mr. MacLacuuan: They have increased from 1940-41 up to the present 
time. ; 

Mr. JacKMAN: In the present year you are going to face a diminution of 
outgoing heavy business and no sources of new traffic, and you are going to 
have an operating loss for the year 1945-46? 

Mr. MacLacuian: Our budget calls for a deficit of $500,000. 

Mr. Harris (Grey-Bruce): If your revenues for the coming year, 1946-47, 
are to be $150,000, how much will your expenses be, would there be a drop in 
them also? 

Mr. MacLAcHuan: It is difficult to say, if the cost of things continues to 
increase we cannot foresee that. | 
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Mr. Harris (Grey-Bruce): I am following up Mr. Jackman’s question; this 
year you are going to lose practically over half a million dollars? 

Mr. MacLacutan: We are dealing with the 1945-46 year? 

Mr. Harris (Grey-Bruce): Yes. 

Mr. MacLacuian: Our budget for that is estimated for $500,000. 

Mr. Harris (Grey-Bruce): That is pretty nearly your highest. Last year 
if was $564,000. I might read you the comparison between 1944-1945 estimates 
and the 1945-46 budget. In 1944-45 we took in $150,481 in freight. For 1945- 
46 we figure on $146,600, which is a drop. For passenger business, we took in 
in 1944-45, $42,074; and for the current year’s budget we figure on $40,000. 

Mr. JACKMAN: We have the 1944-45 budget in front of us. Just give us the 
1945-46 estimates and perhaps we can write them down. 

Mr. Machacuian: Mail, $3,600; express, $7,000; telegraph, $12,000; all 
other, $17,000; making a total operating revenue of $226,200. 

Mr. Harris (Gray-Bruce): Then what were your total operating expenses? 

Mr. MacLacuzan: Maintenance of way and structures for the current year, 
we budget at $365,000; maintenance of equipment, $52,300; transportation, 
$180,100; miscellaneous operations, $15,750; general, $26,250; making total 
operating expenses of $639,400. We have other expenses which enter into the 
picture and that is hire of freight cars, $26,300; rental of locomotives, $37,000; 
rent of passenger train cars—$5,575. ; 

Mr. Rep: What is the rent of locomotives? Have you not any locomotives? 

Mr. MacLacuuan: We do not own any. 

_ Mr. Vaucuan: The Hudson Bay Railway does not own any railway equip- 
ment; I mean any freight cars, locomotives or passenger cars. ‘ 

Mr. MacLacurian: Rent of passenger train cars, $5,070; rent of loading 
equipment, $26,100; total rentals, $94,975. We get a credit for joint facilities of 
$11,375 and other miscellaneous income of $112, making $11,487. 

Mr. JackMAN: And the deficit is $500,000 approximately? 

Mr. MacLacuian: $500,000, yes. 

Mr. Mutrcu: Have you finished that question? 

Mr. JAcCKMAN: Yes. 

Mr. Mutcu: Could you give the committee any idea of the numbers of 
military personnel that were carried during the war into this area; and perhaps 
while you are at it, if you have it available, the tonnage of defence material? 

Mr. MacLacuian: We were not permitted access to those figures except in 
a very round-about way, because they were all secret and confidential; but the 
total cars needed on account of American army was around 8,500. 

Mr. MutcuH: 8,500 cars. That is freight? 

Mr. MacLacuian: Well, mostly freight. That is the total. 

Mr. Mutcu: My point in raising that, of course, is the fact that it is the 
back door to this continent. Allied strategy did give serious consideration to the 
threat from the north, and the entrance to it was through the Hudson Bay 
Railway. As against the tangible results from the road must be set, during the 
last 5 years a very considerable contribution to the defence of this continent. I 
think it is worthy of notice in passing that it is a good thing that those facilities 
were there. 

Mr. NicHotson: Just along that line, I think if we had not had that railway 
nservice, it is quite possible that the central part of this continent might have 
een subject to enemy attack during the war years. 

47950—5 
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Mr. Harris (Grey-Bruce): Do not let us get into an argument as to the : 


value of the railway. Just let us keep to the estimates. Somebody has started 
arguing whether this thing should be or should not be, and we do not need to get 
into an argument about it. 

Mr. Nicuotson: Referring only to the deficit of $500,000 a year, it might 
look as if it was of no value. 

Mr. Harris: Give the committee credit for some intelligence. 

Mr. Moors: Fifty years ago we could have put up the same argument in 
connection with the C.N.R. and C.P.R. 

The Vick CHAIRMAN: It is approaching 6 o’clock. Shall we meet again on 
the Hudson Bay Railway? 


Mr. Harris (Grey-Bruce): No. Let us finish. 


The Vicmh CHatirRMAN: I do not know whether we can. It would be fine 
if we could. 


Mr. Harkness: I think we should adjourn. 

The Vich CHairRMAN: Do you wish to come back on that, Mr. Jackman, 
or can it be finished this afternoon? 

Mr. JAcKMAN: I would endeavour to finish if it is the wish of the committee, 
but there are quite a lot of questions I want to ask. 

Mr. VaucHAN: Weare going home to-night, so if there are any questions you 
would like to ask the Canadian National Railways, we shall try to answer them 
to the best of our ability while we are here. 

Mr. JAcKMAN: There seem to be many more than myself interested in this. 

Mr. Moore: I should like to ask the president if he thinks some time in 
the future that, with the two or three months that the officials say the Hudson 
Bay Railway can be operated with success, it would be possible to put sufficient 
produce through the port of Churchill to make the Hudson Bay Railway pay 
for itself. 

Mr. Vaucuan: That is not a difficult question to answer. If there is suffi- 
cient. traffic, we can certainly make it pay. The railroad itself can be operated 
all the year round without a great deal of difficulty; but as you know, the 
Port of Churchill is only open for 3 or 4 months of the year. 

Mr. Moore: That is the point I made, as to whether it could be possible, 
with 3 months operation of this port, to make the railroad pay for one year’s 
operation. . 

Mr. VaucHan: I doubt if you could do it. It would depend entirely on the 
vclume of traffic going there. It is doubtful if you could make any property 
pay on 3 months’ operation. 

Mr. JACKMAN: There is no other railway in the world that you know of 
that was able to make a profit on three months’ operation, in view of the fact 
that you are blocked at the outlet and cannot get the stuff moving, apart from 
3 months. 

Mr. BeuztuE: Is it possible to have any in-bound traffic? 

Mr. VaucHAN: There has been a little in-bound traffic coming, but the fact 
is there has never been very much traffic moving either in or out of Churchill. 
Whose fault it is I do not know. I am not prepared to say. Undoubtedly the 
line has had a great strategic value from a military standpoint. 

Mr. JACKMAN: Do those cooperatives out west, the wheat pools, have 
anything to do with the direction or shipping of the grain, or does the govern- 
ment control that? 


a 
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Mr. VaucHan: The cooperative wheat pools have a great deal to do with 
the shipping of the grain. 

Mr. JAckMAN: The cooperative wheat pools on the prarie provinces do 
direct the shipment of their own grain according to their own wishes? 

Mr. VaucHaN: That is correct. 

Mr. JAckMAN: Do they direct much over this line? It would appear 
obvious that they do not. Is that a fact? 

Mr. VaucHan: Mr. MacLachlan, have you a statement on that? 

Mr. MacLacutan: I have the amount of grain handled each year. 

Hon. Mr. Cuevrisr: I filed that on the discussion of the resolution in the 
House. It is already on Hansard. 

Mr. Mutcu: It is on the record. There is no use of putting it there if you 
cannot get ships. 

Hon. Mr. Cuevrier: That is so. 

Mr. Mutcu: There is a difference of opinion,—an honest difference of 
opinion, I hope,—as to why you sometimes you cannot get ships. There is 
certainly a difference of opinion as to the length of time that it is possible 
to keep the harbour open. 

Hon. Mr. Cuevrier: Up until March of next year we cannot get ships. 
That is assured. The next thing is there is no in-coming traffic. If there is 
grain to take out, there is nothing to take in; and ships do not want to go there 
unless they have a load both ways. 

The Vick Cuarrman: If you had ships, they could not get in right now. 

Mr. VauGHan: The last 6 years is not a fair comparison because it was 


impossible to get the ships to take the grain away that was in the elevators. 


Mr. Jackman: It was not much better before that. In fact it was a wee bit 
worse before the war. 

Mr. Beauporn: There might have been some factors at that time. 

Mr. JAcKMAN: There always are. 

Mr. Breaupoin: I understood this railroad was finished in 1929. 

Mr. NicHotson: Just at the beginning of the depression. 

Mr. BEaupoin: And went through that. period. 

Mr. VaucHAN: It seems to me that the traffic which will be developped 
there will depend entirely on the extent to which the grain merchants will use 
the port. 

Mr. Nicuotson: I think we have had a pretty full discussion on the 
Hudson Bay Railway report in the House, and unless the members have 
something pressing I think we might adopt the report. 

Mr. JAckMAN: Mr. MacLachlan, there are no substantial decreases in 
operating expenses that you think are likely to come about? Maintenance of 
way and structures have to go on and they will cost. nearly $400,000? 

Mr. Machacuian: And are increasing rather than decreasing for the 
reason your structures were built in 1926 and 1927 and are now reaching 
the stage where they require more repair. 

Mr. JAcKMAN: Transportation expense is pretty much dependent upon 
volume? 

Mr. MacLacuian: The price of coal and all that has gone up tremendously 
and as far as we know may continue to go up. 
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Mr. Jackman: If trains do not run your transportation expenses go down. 
That is the other major item in that. 

Mr. MacLacuian: Except there is a certain amount of expense in con- 
nection with transportation that is static. No matter how many trains you 
have running you have to keep up your terminals. 

Mr. Jackman: Who put up the money for them? 

Mr. MacLacuian: The dominion government. 

Mr. JAcKMAN: And the elevator at the end of it is owned by the government, 
too? 

Mr. MacLacuuan: It is operated by the National Harbours Board. 

Mr. Jackman: Are there any other capital items in connection with the 
Hudson Bay Railway outside of elevators which were paid for by the govern- 
ment and which are not included in the items the railway accounts? 

Mr. MacLacuuan: The elevator does not come in. 

Hon. Mr. Cuevrter: They are handled by the National Harbours Board. 

Mr. Jackman: Are there any other facilities necessary to the carrying on 
of the operation in the way of capital assets which are owned by the govern- 
ment but not run by the railway? You run the railway; the National Harbours 
Board runs the elevators. What about docks? 

Mr. MacLacuuan: And there is the harbour boat. 

Mr. JackMAN: Are there any other items? 

Hon. Mr. Cuevrier: There are a number of facilities? 

Mr. JAcKMAN: Are they of any extent? 

Hon. Mr. Curverter: No, I listed them the other night in the discussion. 

Mr. NicuHotson: Where are you giving restaurant service now? 

Mr. MacLacuuan: That means board cars and restaurants. We have a 
deficit in that now because we are not allowed to charge more for meals than 
previous to the war. The result is we show a small deficit in feeding our own 
men and at points like Churchill we cater to the public, too, because there 
is nobody else to do it. 

Mr. Jackman: I take it we are about to adjourn. I will not detain the 
committee now on this. I hope at the next meeting Mr. Vaughan will be able 
to discuss how this committee can be most useful, not only in its report to 
parliament as the owner of the property, but also any possible usefulness we 
might have to the operating officials. As I see it at the present time this 
committee in the short time at its disposal cannot really consider the important 
matters which are referred to it. I should like for us to analyze our own 
activities and see whether or not we should have some change in the reference 
from the House and perhaps in the constitution of the committee. I should 
like to suggest to Mr. Vaughan, with the permission of the committee, that 
we would appreciate any suggestions he might have for us at our next sitting. 

Hon. Mr. Curvrter: The committee can take as long as it wants to 
analyse the various reports put before it but the information my officers give 
me is that over the past number of years it has taken from two to three days 
to dispose of it because the committee can get rid of the work in that time. 
If the committee feels it wants to take a week I do not think there will be 
any objection from the officers of the Canadian National Railways or from 
the chairman. They are at the disposal of the committee. 

Mr. Jackman: All I am suggesting is that this is a very important subject, 
and I am not quite sure whether or not we can be of very much use on it. 
I feel that this batting around on the reports we have to do—and I will not 
say hurrying through because we can take our own time—is not as useful an 
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occupation for us as it might be. I think more consideration should be given 
to the situation. I am not sure that any improvement can be made but I feel 
a certain futility. 

Hon. Mr. Chevrier: Do you not think that would be a subject for 
discussion when the motion is made setting up the committee? 

Mr. JAcKMAN: The House is a very formal body. I think Mr. Vaughan 
might have some suggestions for US. 

Hon. Mr. Cuervrirr: As I see the thing we are bound by the reference 
from the House of Commons. 

Mr. JACKMAN: Yes, but what I am suggesting is if we have some recom- 
mendations to make to them they might change the terms of the reference. 

Hon. Mr. Cuevrier: I am sure if Mr. Vaughan has any suggestions he 
will be glad to pass them on to the chairman or to the minister. 

Mr. Jackman: I am not suggesting that he do it now. 

Mr. VauaHan: Between now and the time the committee meets in March 
you would like us to give it some consideration. 

Mr, Jackman: Yes. 

Mr. Murcu: If that is settled I move we adjourn. 

The Vick Cuatrman: Before we adjourn it was said this morning that 
we might meet on Tuesday on T.C.A. Since then I understand from the 
minister that it has been tentatively arranged that we would have Mr. 
Symington here on that day. That is, he will be available if we decide that 
is the time. Shall we adjourn until Tuesday at 11 o’clock for the purpose of 
taking up the T.C.A. report? 

Mr. JAcKMAN: Whenever we set the time it is going to interfere. 

Hon. Mr. Curvrier: Anything we do will interfere with something. 

Mr. Jackman: It is an inconvenient time but I will not say it is any 
more inconvenient than some other. 

Hon. Mr. Curvrier: We are all in the same position. 


The Vick CHAIRMAN: Tuesday morning at 11 0’clock. 


The committee adjourned at 6.15 p.m. to meet again on Tuesday, October 
30, 1945, at 11 o’clock am. 
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APPENDIX “A” | | 


CANADIAN NATIONAL RAILWAYS 
Net OPERATING REVENUE BY REGIONS, ETC.—YEAR 1944 


Revenues Expenses Net 
Canadian Lines 
Adthantie: Region sors sts e' es it ee ale tig ems $ 52,268,828 $ 49,670,625 $ 2,598,203 
a © Dentral ct Rieg erie i ies tee slteaie, once aus as 186,441,170 130,176,727 56,264,443: _ 
Western Region S. Liim. seca ne o 6 eine 136,076,849 85,7101 640i 510,375,208 
Common Expenses—such as depreciation, 
general administration and provision 
OE PES OE CR ee oa ena wolis, Dagar a a laria ales cei 41,393,275 41,393,27'5 
Express, excluding railway proportion 
of revenue included above ........... 9,800,894 9,763,916 36,978 
Commercial Telegraph Department .... 6,998,161 6,629,431 368,730 
Tota ee eee outa Cee alae Boies cas bites entire 391,585,902 323,335,614 68,250,288 
Th Se TAM eS. OE OF aie aateias gi erica wrap Taineiat els 49,561,608 39,211,429 10,350,179 
Syretedna Ohi «crate cyate elias euaupharene, Hier 18) apollp bau whe $4411,147,510 $362,547 ,043 $ 78,600,467 


APPENDIX “B”’ 
BuDGET OF CAPITAL EXPENDITURES FOR ATLANTIC REGION—YEAR 1945 
Quebec N.B. NSS. P.E.I. General TOTAL 


New rails and fastenings — 

various subdivisions ....... $ 528 $ 43,431 $ 986 $ 41,917 
Relaying with part worn or ; 

second hand rail-various 

Sub-hUuVasbOues) fe. ovis ae lors 27,399 9,907 7,855 4,915 50,076 
Relaying with part worn or 

second hand rail-passing and 

yard track and _ business 


SiGdiMwWe ss) Ce eke ene ais 13,9311 13,931 
Pie plated seas ve aia a aeers 28,020 28,020 
Rail ianchors sc. sew = eel 77,920 77,920: 
Rock ‘and washed screened 

enavel: ballast 2.Suit aiaaet 86,000 113,990 5394.0) 253,930 
Shag wballaete es ceases eter 20,400 20,400 
Widening cuts and fills..... 5,000 20,000 25,000 
Repenas Le Breaker tace ate ties 50,000 50,000 
Tile and wooden base and 

Other. drainage: -. 0 1 See wn 15,025 15,025 
Improvements to roadway — i 

Batlirrsteine se cteat eats ers 525 525 


Right-of-way fence and cattle 
guards including planting of 
trees and hedges in lieu of 


LOLI Ai Ci cters Maus os aay amid 10,565 10,565 
Other tracks, yard tracks and 

public business sidings ..... 15,180 36,175 8,300 59,655 
Passing tracks ........0...%. 930) 5,490 6,420 
Provision for traders and in- ; 

dustrial tracks Sen Foe. 35,000 35,000 
Roadway machines and road- 

way small’ tools 14 56) 20.0 s 14,500 1,060: 112,934 128,494 | 
Roadway miscellaneous ...... 3,300 3,300 


New steel bridges or replace- 
ment with concrete or steel 


rides ele Many edenalahe etal ace oe 14,300 7.575 25,230 54 47,159 
Girverts oyta gas aca een 3,500 3,500 
New, timber’ bridges and 

trestles including replace- 

WASH eee re ae Pree 1,160 58,880 3,300 62,840 
Improvements to bridges .... 1,000 370 HLL 1,881 
Protection of grade and high- 

Way) \CLOSSINTS 2st atest aye Mase 10,000 10,000 
Stations and shelters — new 

and replacements ......... 18,560 2,430 20,990 
Stations and shelters — 

Betterments. hy csi oat ra 6,870 605 6,000 13,475 
Freight sheds — Betterments 2,900 2,91010) 


Section dwellings and bunk . 
Ag ToQh ht en ae gee ere Slee ry cola 5,509 1,375 6,884 
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Quebec N.B. N.S. P.E.I ; 
PWOTINR ee ogee es Se, 685 3,880 1,288 1,008 pate Gee 
eae canee — new and replace- é : J 
“aoe hare iin SIMS Syn eo a eae 4, 
Express facilities ........... sore 6,076 Tage 
Peay euplies ae tes ACB ss 2,54/1 7100 1,841 
Fuel stations... 220202000) 3,000 4,500 7,500 
ME LPAI VCR AE 5,0 cheek ek eo yrn 5,440 5,440 
OSA Sa Cae eae aia leg 4,150 4,150 
eee and machine f 
ROMOD ite lec slid atelitned ss 0) u's sone oc LD 
AAG and car shop sa Dee ae 
ARTEL ee Soe Ss Ore 32,416 
ee ae " peck signals and ; oe 
imterlocking plants ....... 20,005 19,246 
Shop _machinery tools and Stas 
SQUTPMENE Ss Shee hwnd e 47,816 900 5,760: 34,000 88,476 
Purchase of land ............ 3,000 3.000 
Provision for completion of 
OSE DOV CCR FL Nt ghe'a a's cc's 60,7122 900 97,763 159,385 
Meteag teeny fund.... 90,000: 90,000 
rovision for retirements.... 170,000 1 0,00 
Stores Dept-buildings and ; : 
PRAM MAROLUD roe oe vcs, o's bse’ 2,250 2, 2510: 


$ 245,160 $557,551 $173,833 §$ 16,237 $338,569 $ 1,331,350 


APPENDIX “CC” 
INCOME STATEMENT—YEARS 1929-1944 
Canadian National (West Indies) Steamships Ltd. 
16 Years to 


Dec. 31/1945 
OPERATING REVENUE 


CLE me er ry i IES yy oerot Ws hog. eR ety ewe $ 52,307,957 75 
1 TVET NESTS Ct Pepin, Me ee GRRE 7c OT iE OE _ 12,303,361 15 
DHRGSIIIOES oh idee ss ysl elias nr gre ie OW gh Belanger Ga ame OME del 3,273,096 47 
WENT SEEN ORUICNS o 15 gt at ade PBs ease eee 934,960 44. 
Aner ee tos oR a ie ee So rae. eae ET AC tae dy ae: 2,095,510 95 

COU tart scp erst ty git. cts SO ara a eal ate $ 70,914,886 76 

OPERATING EXPENSES 

MO LOREIEN OMA ER SCR Ame oe Lider aya) chee oh Gk Se gtaen ie 58,993,309 90 
PAV kek OTRO ne i cig cre Otani eae Seale praia eto 49,986 74 
Manarement.and-Office (Salaries. bei vee. ol ees 1,737,932 37 
Peents,> Laxes “and Insurance. sf occu. hewock beeen. 144,385 52 
EL Gav eine Caierines © sro ate, eke Wo ae ed 74,611 93 
PE We cad srbattON OLY. cee cok ee skile's eee ca eed 35,427 37 
AEWA GEER Batya cheeses eT ae te Re OLN en ON ee 580,326 88 
Postage; "Cables ‘and “Telesrams?7¢:. 2 cn'Yen sede do cos 90,557 26 
Wiices Sipplres: and . xX Penses.< u's Secs on ra ese Bee 294,475 81 
PLO MS re Algae tee. es ah ere teem it am AR ane ate: 84,774 53 
EASGEN LA INe OLS ole frre oa cle ss Gin MA AEDS aye Waals, «ot Meee 46,249 92 
Inauonrea (iol TX penises, ar <2. dike yan ee ae Lees 113,647 06 
Potepest sian suxehianve fe vee wero! yaaa Te mats 105,941 34 

Aes BPE Tes gt sh veers memeen. Ge pore eRe capt a Nee SUN, sends aa ue $ 62,351,626 63 
Operating Profit “or :Déiecitus ci... ve wed oo hes oe els $ 8,563,260 13 
Interest on: Bonds held by Publiew 2... ke esie 8 21 6,958,611 12 
Techramg &) Of ela imgy OOS. weir ees sale c i cick edit e em eice coe 21D,1 00 Oe 
Other interest one PUTO en Woo doko ee ek eee 505,411 15 
Amortizations Of: Discountesiss ban eed le ae See 77,362 00 
TOS rs eid SLL ged ute tery ae RO ae ots wa a $ 746,142 52 

OTHER CHARGES 

ADO GPUZ PLO Tan Pa) OOULINER, tae ae, WR Sieh id tae UNE ght romney ial FAN be 
Teterastcducs, Governmente tins areellat © debe how once 4,190,615 86 
Dep recat n ous V Casale sl vie eee ry Mae eat ue 4,625,588 17 


Niet. hi COME IICHEIE Dy seid yal ely s ha date dena te $ 8,070,061 51 
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APPENDIX D 


For the information of the Committee: 


The policy of Canadian National Railways with regard to accounting for 
depreciation of its properties is as follows: 


Equipment 

Prior to 1940 the practice was followed of charging to operating expenses 
the loss on equipment destroyed or worn out in service at the time the units 
were removed from service. In 1940, resulting from consideration of the 
probability that under war conditions retirements would be held to a minimum, 
and of the desire to have the accounts for each year bear their proportionate 
share of equipment retirement costs irrespective of the date of retirement, the 
Railway adopted depreciation accounting for rolling stock and floating equip- 
ment owned by its Canadian Lines, effective from January 1, 1940. Similar 
practice had been in effect on its lines in the United States for some time under 
the accounting regulations governing U.S. railways, so that the action taken in 
1940 brought the method of accounting for equipment retirements throughout 
the system into uniformity with the standard practice followed by US. railways. 

The depreciation rates made effective in 1940 were established on a con- 
servative basis with the intention that they would be reviewed from time to 
time and adjusted as considered necessary in the light of subsequent. experience. 
It was soon evident that due to the heavy demands of war-time traffic there was 
a rapid acceleration in depreciation and the provision in the accounts for 
depreciation was increased accordingly. This was accomplished by establishing 
the relationship of depreciation charges taken up in 1940 (the base year) to the 
traffic for that year and maintaining that relationship to the traffic for each of 
the years 1941 to 1944. Under this arrangement the depreciation charges 
expressed as a percentage of investment in equipment for the System have been 
as follows: 


1940) 1941 1942 1943 1944 


———— — —— ——— —— 


2.64 3.12 3.85 4.31 4.16 


Since under post-war conditions there will not be the same intensive use of 
equipment, it has been decided that effective January 1, 1945, Canadian National 
would make provision for depreciation by applying to its total investment in 
Canadian Lines equipment the average of the depreciation rates used by Class I 
Railways in the United States and a rate of 33 per cent of investment was 
adopted accordingly. 

The procedure when equipment is retired from service is to charge to the 
depreciation reserve the loss on the units retired represented by the value at 
which carried in the investment account less salvage recovered. In the United 
States, where depreciation accounting for equipment has been practised for 
many years and substantial reserves are available, this charging of the entire 
loss to the reserve is unlikely to result in any considerable depletion of the 
reserve in relation to the investment in respect of which it is provided. Obviously 
in the case of C.N. Canadian Lines, where depreciation accounting has been in 
effect for a relatively short period, the charging to reserve of the considerable 
amounts of past accrued depreciation (prior to 1940) could have a serious effect 
on the reserve created to provide for the depreciation which has taken place 
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since. It is therefore proposed that in 1945 and subsequently the proportion of 
loss on equipment retirements applicable to the period prior to J anuary 1, 1940, 
shall be dealt with in the accounts as a capital loss and charged to the Proprietor’s 
Equity Account (equivalent to a charge against profit and loss account in 
ordinary corporate accounting) and the proportion of loss subsequent to that date 
shall be charged to the depreciation reserve. This procedure would be on all 
fours with the practice followed by U.S. railroads when depreciation accounting 
was adopted by them i.e., the proportion of loss applicable to the period prior 
to the date depreciation accounting was adopted was charged to profit and loss 
account and the remainder was charged to the reserve account. 


Fixed Property 

Under the accounting regulations governing U.S. railways depreciation 
accounting for certain classes of fixed property became mandatory effective 
January 1, 1943. The classes of property include buildings, stations, shops, 
bridges, etc., but exclude the track structure (rails, fastenings, ties, ballast), the 
loss on retirement of which latter is charged to the appropriate accounts in 
operating expenses. Prior to 1943 the U.S. railways as a whole had strenuously 
opposed depreciation accounting for fixed property but their attitude was changed 
as a result of the sharp increase in corporate income and excess profits taxation 
under war conditions. The US. Lines of the Canadian National conformed to 
this accounting requirement, but on the remainder of the C.N. System retirement 
accounting which was followed by US. railways up to January 1, 1943, is still 
in effect. Under retirement accounting the loss on units of property retired from 
service is charged to operating expenses at the time the unit is permanently 
taken out of service. The decision not to adopt depreciation accounting for 
fixed property of C.N. Canadian Lines was based on the fact that the adoption 
of depreciation accounting for fixed railway properties constituted an important 
departure from a long established practice and the view that it was desirable 
to defer further consideration of the matter until the experience of U.S. railways 
became available. Another feature considered was the large amount of work on 
the part of technical officers of the railway that would be involved in compilation 
of the data necessary to enable its adoption, which it was felt should not be 
undertaken under the heavy demands made on railway personnel as a result of 
war-time conditions. 

Attention is directed to the provision made in the accounts since 1940, in 
amount of $34,000,000, for maintenance of fixed property and equipment which 
has had to be deferred due to the difficulties in obtaining labour and material. 
This sum includes provision for the loss chargeable to operating expense for 
fixed property the normal retirement of which may have been deferred under 
war conditions. 
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APPENDIX “E” 


DEPARTMENT OF TRANSPORT 


Hupson Bay RAILWAY 


Consolidated Income Account Fiscal Year 1944-45 and Fiscal Year 1943-44 


Fiscal Year 


1944-45 
RAILWAY OPERATING REVENUES 
Beir hh teeter sta sar cia an bah ceaDUd. &. cane Ratna fe fear aL sede Tee $ 150,481 22 
Passenger eg eo wae PORTE Ee Agad See Een iene de hes 42,074 39 
a) Be ie pe apy A aes a HOM LA oe He Pista don apie CaP SoM py che Et 3,654 22 
FERRER G EGS oe auiat st arp we fam cette RE lle a eG te ese Rina TO rca AL pn 6,601 50 
Teles raplis (25s Ore iis trea ote Ek ook aera OP reat eb euetet ane ae 21,704 54 
AL: Other ie Pe sere aie eerie Hie Race, seer Saenie  Seaiy et 2ETLS425 
Total-Operatine Revenuess. aces toon baie ad cui nen ee $ 246,229 12 
RAILWAY OPERATING EXPENSES 

Maintenance of Way and Structures ..............-2002- $ 396,331 54 
Maintenanice-of shaquipment aye. cic aac laesm genre eee 52,984 96 
PPV ATISHOFUACLON:< Shain st dicts Hepes ae Mita ae heme Fee oe Ae 216,307 65 
Miscellaneous Operations: ae wie ieee cars cue eae lad ote ee 18,943 53 
Generali vic: sae ORR eT ORL el rie eee i eas 26,580: 54 
Hota) Operating ix penses. gory cess pike eee oe te $ 711,148 22 
ae Net Operating Revenue Fs ail ha aaenia Gia aL aan $ 464,919 10 
2. ot: Car er ae ake ah Pe aan A ee SY A ese SON eo Soe $ 3,684 38 
— Railway Operating Income Ae eee tpg yiee eh eno $ 468,603 48 

Equipment Rentals 
Hire’ of "Freight. .Cars—Debit. .. 9.056200. e  eee $ §631,058 917 
Rent; POPUDOCOMOoLIVes a. Fos oa Cee ee ele eae Ne 43,965 25 
Rent ‘tor: Passenger: Train: Cars v2 coche. oe ee ee bed 4,807 86 
Rent tor Work > Honrpnieitr re sey nas et states ees rece etek 28,178 3 
Totals Hg aprenden tai bse. ss iw nciteeee ot eerste eats $ 108,010 46 
Joint, Macility (Rents——-Credits ov sukino oeces panies $ 11,510: 00: 
Miscellaneous Rent Inmcome—Credit................. 163 92 
$ 11,673 92 
Niet De OTb i aaisa yiscy a eka sot a te a sae ef $ 564,940 02 


HUDSON BAY RAILWAY 


RAILWAY OPERATING REVENUES AND EXPENSES 


Fiscal Year 


RAILWAY OPERATING REVENUES 


Br edgitiea cee eerie be a welche ah Goo or ere WOR Rt aaah Ga sete ae Oat 
Passenger 
Baggage 

ei Fees ey betacin Oy h Mam Pembina Cor uy er sS Moeen MESS eves es en) 2p 
VEE Tae any ohn ats, a calohe ak Whe le GB th tan ete: wh cane les oi lees ee cea ee ea 
Railway Hixpress: 9. force ae teed bee rain Sica eames heat 
Other passenger-train 
OY 1 agar aie any cies ae Syn Me re a aipabeek Se apomer 5) paler Se Mer 
Wa BOUT ce eta ee aCe Neca Laker vies JET CR oe ce merece 
Dining and buffet 
Festa urante sige oon Cat RUS AU ACr ome Nam OTe ee aaee tt. eae ania eG oa 
Station, train and boat privileges 
Storage-Freight 
Demurrage 
Telegraphs 
SECO fc) ane TER a ede er ee A Ae dre Wo RU UR eg IU shell Oe 8 dip” Yoh ag 
Rents of buildings and other property 
Miscellaneous 
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1944-45 


42,074 


Fiscal Year 


1943-44 


$ 459,895 


110,045 
5,204 
15,271 
27,066 
30,458 


$ 647,941 


$ 371,855 


69,455 
329,546 
4,958 
28,463 


804,279 


3,010 


; 159,348 


$ 67,350 


77,825 
15,822 
39,736 


$ 200,734 
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12,210 


$ 347,872 
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Fiscal Year 


1943-44 


$459,895 
110,045 
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HUDSON BAY RAILWAY 


RAILWAY OPERATING EXPENSES 


Fiscal Year Fiscal Year 
1944-45 1943-44 
RAILWAY OPERATING EXPENSES 
Maintenance of Way and Structures ................... $396,331 54 $371,855°57 
Bier tenance .Gl MmauIpMent,) Like dens odie oc ee eae 52,984 96 69,455 52 
Transportation ELEN ASPEN er Sra Ber Ra ate ica eRNS ei Seam ptae Bia ed 216,307 65 329,546 91 
memeelineoue «Oper akious sc) sere WMH oe ek oy ee he ae 18,943 53 4,958 56 
See E ere Sy meena ces Ulett ie eek ON EN SM ew ea eS 26,580 54 28,463 37 
Lotamineratines Expenses ecco te eee $711,148 22 $804,279 93 
PUare tO Veliet. gos cic 0% Fi, wile Gh Gt hom ees $464,919 10 $156,338 03 
Maintenance of Way and Structures 
Superintendence ETRY ees ans MPR ESastt ahd ee oe MOET ae $ 30,057 24 $ 82/117 52 
Roadway maintenance ..... Papua teats aris 4 eects ae 69,356 05 56,7121 40 
Bridges, trestles, and culverts ................ 13,361 22 6,588 73 
PUR ire ar neacan: rete men dean, ons We Ui ACAD Ug teins Dh 39,173 69 21,127 54 
LICL mle Jo IG ot et reat ete WE REE fra OR Sh EMO 28 69 69 69 
Geer ever acis sMateriag es 5b. hdr Ge viata 1,180 31 1,613 62 
LeU NEN Pe Sah gttbeae laa Woe te ces TA en alr 24,274 69) 35,098 82 
Track laying and surfacing .............<0.0. 156,616 83 151,192 01 
Fences, snowsheds and signs ..............00. 151 46 70 59 
Station and office buildings ..............000. 9,253 i18 6,257 64 
POM CTay HO ULLG MES gor ee htt ee cy ol eceeys 2,843 56 1,842 59 
Wirigermshabi Olin. «ict wie a fi, Sic cae a ete 5,193 24 2,349 99 
1 nih ESRC 19> PipaMiael ah nate hr rg Ca a Rae aI 1,207 89 73: 42 
Shops and enginehouses ............ccecc cere 1,195. 72 1,462 53 
Telegraph and telephone lines ............... 7,855 60 7,233 72 
MPR a te HARTI IVER Ske sip ccalie so cw hc eed a aie are 2,995 4/1 9,859 49 
Samal tools-and-supplies 2.0.00... Sb ate lees 13,048 56 (14,721 17 
Removing snow, ice and sand ............0.-. 19,925 48 17,033 13) 
era Cte tsa SP Ce erps shuie. «Sine early 2,987 50 10,500: 15 
AOC VA FLSA PIN cigs! ahae co a8 oa ticle et ete wee 87 95i 
Maant: jt. tracks; yards, ete., Drii.d sv. ee. 1,087 58 1,460 14 
Maint. jt..tracks, yards, etc., Cr...........5.. 5,462 36 6,010 00: 
EGC EU VCOR Wy tig (ri ai fo) ofa, wacgalo tas al bie eca'wretinnn Neots 383 73 


Total Maintenance of Way and Structures $ 396,331 54 $ 371,855 57 


Maintenance of Equipment 


(SeVbaher Oc 7230 6 0S ci(or erst Sig itn ean ae aE a a ee $ 3,991 81 $x) 3, (S182 
Bhan machinery — Repairs ..........--+s+e05 1,365 61 3,871 06 
Power plant machinery — Repairs .......... 16 78 2,098 74 
Steam locomotives — Repairs ..............- 30,048 41 38,060 35 
Freight-train cars — Repairs ..........-..+- 1,126 69 2,724 47 
Passenger-train cars — Repairs .........--.+- 83790 41 3,067 53 
Work equipment — Repairs ..............-+- 5,152 97 7,714 89 
CREE (sec 28s REN Dopey enc a Pe ane PRION ar Sr are 943 4:2 3,355 54 
GH PIR PCURCS ie os slolai ws ei niolee SLs eee ences ele 1,548 86 4,781 12 


Total Maintenance of Equipment ........-- $ 52,984 96 
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HUDSON BAY RAILWAY 


RAILWAY OPERATING EXPENSES 


Fiscal Year Fiscal Year 
1944-45 1943-44 
Transportation Rail Line 

Superintendence ........ NG aA FF so Saal mgs AA RA Sn PDN ye $ 22,037 03 $ 20,461 56 
Dispatching: trang \ cosa seu aku Seal bm tace maeeeta 4,408 60 12,721, 85 
Station/employecsy. ¢ Pi See eee a ee a eae ee ee ee oe 19,992 77 27,975 57 
Station-supplies ‘and “expenses to, ec ae a aioe Ge ee 7,216 48 8,774 65 
Vardmasterar lands yard Clerk sci, so ate.ce ae eee ae ae ete 238 77 4,174 85 
Yard: condactore and sbrakemei.... c's oe ewe oe oe case 55 83 4,718 89 
Yard switch and. signal tenders: -~o. 007s ori ye ees ca wek odes 15 63 96 24 
Ward \CnpineMmenwar ws weirs abe ae Galea oe hes Clalit ee Oe eRe 44 50 3,382 78 
Yard “switching del, acs stat etch rae es we ood caw reece an UM ef On ae re 7,257 47 
Waterton ‘yard Locomotive co ie acces cesar siete ee Pe ae ee ae toa ie ere ale 81 74 
Other supplies for yard locomotives. ..’).5......ces.c00ccseas 33 41 261 90 
Hnginehouse .expenses-— Vand oeo5 (ack ven haces alesten Was cee ea eee ee 795 85 
Yard supplies: watid-expensess., cote stesso eee oe ee 31 06 130 02 
Operating joint yards and termimals—Dr. .............-.00. 11,627 48 12,867 63 
‘L8ainy ene ements Wh alike Cee pe hae mie GTER eae eee ne ae 16,769 17 26,814 92 
We ea be) eee PIE TASMRE AM Ric te tl Uy OR REIN NORE (Cg 9 CTA Sea OL 2843 = 90,065 00 
Water, Lor cbrain SLOCOMObT VES baci kote ces tie lee yeaa eee ee 28,170 99 SIs leat Fe: 
Lubricants for train locomotives... 00.6 ceceidd se beeeu doers. Sie b7 196 65 
Other supplies for train locomotives. 2. ...00.. o's 2 vec ese'e's 44 64 197 56 
Hnginehouse expenses=~Train 7/20. i cans tle ese eee ee 8,411 73 13,023 42 
Traammien a cai. aN ae. 0 08 ea Oke oe Soke anaes ee eae a eet 23,388 24 34,912 60 
Train; supplies) and expenses ain ea oe aa eae eee 20,234 99 26,994 39 
Operating? sleepingscarsc S00. ace on eee eee ee IL OTS 1232. 03 
Drawbridge” openation 10 aha ocaMle hist eke en oe ee 116 36 83 37 
ptationery. and printings. 0s. alee see PAA ER t8 PAt t ot th AE © 683 95 797 06 
Clearing i wrecks 8 ok sings We ee oO Le Soe Le es iim: 781 27 
Loss) sand. damage—-Miretont Gat eo adie e are eae ee 304 15 376. 51 
Totals. Transportatione iat laines. sae, eee eee $ 216,307 65 $ 329,546 91 


Miscellaneous Operations 


Dining and .buttet- services Sinus Ol. coe) meee eee ee $ 1,863 89 $ 1,906 10 
Restaurants: and. Boarding Qarsiaiogsiss tk Gee poe ek ee 16,402 45 2,224 16 
Producing +powers sold. ses Seth cue ie aes ee eee 677 19 828 30 
Total Miscellaneous Operations. ...........c00ee0c0s $ 18,943 53 $ 4,958 56 
General 

Salaries and expenses of general officers...............e000- $ 12,000 00 $ 12,766 00 
Pensions 159765 soa eee tel ee Cae eae ke ee te oe 14,580 54 15,697 37 
Lobal Apenehala ls here Valais tea eee heen Aree $ 26,580 54 $ 28,463 37 
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ERRATA 


Mr. T. H. Cooper, Vice-President and Comptroller of Canadian National 
Railways, was inadvertently shown in previous issues of the Minutes of Pro- 
ceedings and Evidence as Comptroller of the Canadian National Railways. 


ORDER OF REFERENCE 


Monpay, 29th October, 1945. 
Ordered,—That the following Bill be referred to the said Committee:— 
Bill No. 21 An Act to amend the Trans-Canada Air Lines Act, 1937. 
Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 
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MINUTES OF PROCEEDINGS 


Turspay, October 30, 1945. 
Room 429 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11 o’clock a.m. Mr. §. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Clark, Beaudoin, Emmerson, Gibson (Comoz- 
Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Maybank, 
McCulloch, (Pictow), Mutch, Nicholson, Reid, Shaw. 


Honourable C. D. Howe, Minister of Reconstruction, was also present and 
took part in the proceedings, 


In attendance: Officers of Trans-Canada Air Lines: Mr. H. J. Symington, 
C.M.G., K.C., President; Mr. W. F. English, Vice-President; Mr. T. H. Cooper, 
Comptroller; Mr. W. S. Thompson, Director of Public Relations. 


Auditors: Mr. O. A. Matthews and Mr. F. M. Stone of the firm of George 
A. Touche & Co. 


Officials of the Department of Transport: Mr. C. P. Edwards, O.B.E., 
Deputy-Minister; Mr. R. H. Lang and Mr. A. B. Hopper. 


The Committee considered the Annual Report of the Board of Directors 
of Trans-Canada Air Lines for the Calendar year 1944. Mr. H. J. Symington, 
President, was called and presented the report. Questions thereon were asked 
and were answered by Mr. Symington. 


The discussion on the said report was adjourned to the next. sitting. 


At 1.55 o’clock p.m., the Committee adjourned to meet again this day at 
4 o’clock p.m. 


The Committee met again in the afternoon at 4 o’clock. Mr. S. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Clark, Beaudoin, Emmerson, Harkness, Harris 
(Grey-Bruce), Hazen, Jackman, Lockhart, Maybank, McCulloch (Pictou), 
Mutch, Nicholson, Reid, Shaw. 


Honourable C. D. Howe, Minister of Reconstruction was also present and 
took part in the proceedings, 


In attendance: The officers of Trans-Canada Air Lines, officials of the 
Department of Transport shown as in attendance at the morning’s sitting with, 
in addition, Mr. G. Herring, of the Post Office Department. 


The Committee resumed from the morning sitting consideration of the 
Annual Report of Trans-Canada Air Lines for the calendar year 1944. 


Mr. Symington was further heard and was assisted by Mr. English and 
Mr. Cooper. 


On motion of Mr. Reid the said Report was adopted unanimously. 


At six o’clock p.m., the Committee adjourned to meet again at 4 o’clock 
p-m., Wednesday, October 31, 1945. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, 
October 30, 1945, 


The Standing Committee on Railways and Shipping met this day at 11.00 
o'clock am. The Chairman, Mr. S. M. Clark, presided. 


The CuHarrman: I think at the last meeting when we adjourned it was 
understood that we were to take up T.C.A. matters to-day. On the other items 
that we have dealt with the procedure that we used was to have the president 
read the report. Would it be in order to have Mr. Symington read the report 
this morning before going into the balance sheet, and so on? 

Mr. Ret: Agreed. 


Mr. SyMINGTON: 


TRANS-CANADA AIR LINES 


MontreaL, March 15, 1945. 
To the Shareholders: 
The board of directors submit the annual report of Trans-Canada 
Air Lines for the calendar year 1944. 


In its seventh year of public service, Trans-Canada Air Lines 
continued to mature as an instrument of national development, while 
devoting its energies to the immediate requirements of a wartime econ- 
omy. The period was one of intensive planning for a time when the air 
line will not only multiply its domestic services but also, as the sole Cana- 
dian agency designated by the government to operate international air 
services, extend its operations beyond the nation’s frontiers. 

At the British Commonwealth conference in Montreal and at the 
world conference in Chicago, where government representatives met to 
draft the future of world civil aviation, the company participated directly 
within the frame-work of the Canadian delegations, It is too early to 
assess the results of those discussions as they relate to T.C.A.’s activities, 
but the organization stands ready to accept whatever new responsibilities 
may be required of it. | 


Passenger, mail and express traffic was close to the capacity of the 
air line. There was a notable expansion in the Canadian government 
trans-Atlantic air service, an operation conducted by the company for 
the primary purpose of transporting mail to and from Canada’s armed 
forces overseas and of transporting essential and critical war materials. 
Work performed for the Royal Canadian Air Force and the British 
Overseas Airways Corporation was substantially increased during the 
year. 


In July, flights were rerouted in the maritime provinces to bring main 
line operations closer to the New Brunswick cities of Fredericton and 
Saint John. A direct service was also provided between Halifax and 
Sydney, Nova Scotia. 

Trans-Canada Air Lines intends to increase both transcontinental 
and inter-city schedules as rapidly as the availability of necessary per- 
sonnel and equipment will permit. 
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A direct operation between Winnipeg and Edmonton waits only 
upon the installation of airport and airway facilities along this route. 
The shortening of the transcontinental line by flight across the Great 
Lakes awaits equipment and airway facilities. 

Plans for international flight, other than the present trans-Atlantic 
service, are still tentative; but the West Indies, South America and the 
Pacific are areas of admitted interest to the company. The newly agreed 
on T.C.A.-operated routes between Canada and the United States will 
be serviced as soon as war conditions permit, these lines being: Halifax- 
Boston, Toronto-Cleveland, Toronto-Chicago, Port Arthur-Duluth, 
Victoria-Seattle, and Whitehorse, Y.T.-Fairbanks, Alaska. The T.C.A.- 
operated route Toronto-New York has been in operation since 1941. 


Following the decision of the Canadian government to undertake the 
manufacture in Canada of a Douglas DC-4 type of four-engined aircraft 
engineered to meet special requirements, Trans-Canada Air Lines, as 
the intended user of the equipment, has maintained close liaison with the 
manufacturer and its designers. 

In 1944 the number of passengers carried increased by 12%, air 
express volume by 4% and air mail volume by .3%. The growth was 
not as great as in former years, but had the company possessed the 
equipment and personnel, more traffic could have been handled. 


RESULT OF OPERATIONS 


| 1944 1943 
Operating Reventies™. iv. ee ee $10,314,941. $ 9,379,501 
Operating. Expensest 227 1 ee ee a, Pe 10,070,807 8,974,902 


$ 244,134 $ 404,599 
Income Charges and Interest on Capital 


Tnvested) 7: Ack) Zn ek yal eee eee areca 236,725 256,710 
Surplus. 2 7,2 Ae eae gine me eae emanates 7,409 $ 147,889 


Operating revenues totalled $10,314,941, an increase of $935,440 or 
10% over the previous year. Passenger revenues increased $243,168 or 
6% ; mail revenues increased $286,588 or 8%; express revenues decreased 
$3,848 or 1%; revenues from incidental services increased $419,331 or 
33%. The 1944 rate of compensation received from the Post Office 
Department for the carriage of air mail was 42.03 cents per plane mile 
flown, as compared with 42.90 cents in 1943, 45.57 cents in 1942, 48.16 
cents in 1941, and 60 cents in 1940. Mail revenue contributed 37% of 
the total revenue, as compared with 37% in 1943, 44% in 1942, 53% in 
1941 and 62% in 1940. 

Operating expenses totalled $10,070,807, an increase of $1,095,905 
or 12% over the preceding year. Principal factors here were the cost of 
additional traffic and services, increased cost of labour and materials, a 
major programme of aircraft and: flight equipment overhaul, and deve- 
lopment in preparation for expanding operations. 

After the payment of interest on the company’s capital and other 
income charges the surplus for 1944 was $7,409. 


ROUTES AND SERVICES 


At December 31, 1944, Trans-Canada Air Lines (exclusive of the 
trans-Atlantic operation) was providing. service—air mail, passenger 
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and express—over routes totalling 5,299 miles between the Atlantic and 
the Pacific seaboards. This was an increase in route mileage of 396 miles 
as compared with December 31, 1943. The routes now operated are 
as follows: 


Miles 
Halifax-Victoria (via Moncton and Toronto) ........ 3,303 
RL TAN VCC <a Meee ey aes ay cS he oky 201 
HW ax lisa vin lea peer ete ee eee KMS Be 172 
Nii Barat ogi o nk stro id Bu) ahabi sth fe higgar areata eal aol gente a 751 
INOVERNOL Kas BOLOT tomas Poe ETA EN eee ty terra) le ond 365 
UOT ORIG’ WiRUSO tree met oy he Liege ee ce tea yy ae get 206 
eth bridve-lHdmontGme ss Pain or ee ae 301 

5,299 


__ Daily scheduled miles flown amounted to 26,264 at December 31, 
1944, as compared with 25,872 at the close of 1943, an increase of 392 
miles. During the year, 10,034,805 miles were flown, as compared with 
8,963,786 in 1943, an increase of 1,071,019 miles. 


On July 1, one round flight that had previously moved between 
Montreal and Halifax via Moncton was rerouted to pass through 
Blissville, New Brunswick, an airport accessible by highway to both 
Saint John and Fredericton. This action was designed to bring main 
line operations as close to the two cities as is at present possible. Neither 
yet possesses the airport facilities to permit local T.C.A. stops. 

Also, on July 1, daily flights linking Halifax and Sydney were 
inaugurated, 


Atlantic Service 

With the provision of additional Canadian-built Lancaster aircraft 
in 1944, the Canadian government trans-Atlantic air service was able 
to accelerate its carriage of mail to and from the armed forces overseas 
and of priority passengers and freight. Over one million pounds of mail 
were carried during the year. To cope with the expanded schedules it 
was necessary to enlarge maintenance staff and facilities at the Montreal 
terminal and to increase the number of flightcrews. A standard T.C.A. 
meal service was provided for passenger comfort. Over a direct route 
of approximately 3,000 miles between Montreal and Great Britain, 
operational frequency is three round trips weekly at present. More 
aircraft will enter the service and. schedules will be further developed. 


Passenger Service 

Revenue passengers carried by Trans-Canada Air Lines, apart from 
the Atlantic service, numbered 156,884 in 1944, as compared with 140,276 
in 1948, an increase of 16,608 or 12%. The average passenger journey was 
538 miles, as compared with 560 miles in 1943. 

Passenger revenue per revenue passenger was $28.41 and per revenue 
passenger mile 5.28 cents, as compared with $30.04 and 5.37 cents 
respectively in 19438. 


Air Mail Service 

The volume of air mail carried by Trans-Canada Air Lines in 1944, 
apart from the Atlantic service, was approximately the same ag in 1943. 
During the year, 3,739,105 pounds of mail were moved as compared with 
3,726,607 pounds in 1943. Mail revenue per pound mile was 1.08 mills, 
the same as in 1943. 


184 


STANDING COMMITTEE 


Air Express Service 

Pounds of air express carried increased from 821,606 in 1943 to 
856,016 in 1944 but the average haul was shorter. The carriage of cargo 
by air continued to be vital to the nation’s war effort. 


Airway Facilities 

Despite wartime scarcity of labour and materials, the Department 
of Transport continued throughout 1944 to improve the runways, field 
facilities, airport lighting and navigational aids required for the safe 
and scheduled conduct of air operations. 


PROPERTY AND EQUIPMENT 


The company’s plant and equipment have been well maintained and 
are in good condition. 

Flight equipment (exclusive of the Canadian government aircraft 
used in trans-Atlantic Service), as of December 31, 1941, consisted of: 

Twelve Lockheed 14-08 aircraft, equipped with two Pratt and 
Whitney Twin-row Wasp engines, each of 1200 horsepower. 

Fourteen Lockheed Lodestars, equipped with two Pratt and Whitney 
Twin-row Wasp engines, three of which were purchased in August. 

A heavy programme of major overhauls was carried out in accordance 
with the company’s policy of keeping all T.C.A. aircraft at the height of 
operating efficiency. 

New flight procedures were adopted after extensive surveys and 
studies with a view to reducing fuel consumption and prolonging the life 
of equipment. 

With modification of the Lodestars’ heating systems completed, a 
similar programme was extended to the 14-08 aircraft. 

At Winnipeg the company occupied a new building, a hangar and an 
office annex. These provided much-needed additional accommodation for 
the company’s operations headquarters. 

An extension to the Moncton hangar, completed in 1944, doubled the 
floor space. 

The first frequency-modulated radio circuit to be apphed to com- 
mercial operations in Canada was installed by the company between 
Vancouver and Victoria. Two-way voice contact is provided, with the 
simplest of operation and without static. 

For the better servicing of passengers, T.C.A. ticket offices were 
established in Moncton, Lethbridge, Saint John and Sydney. 

To effect an improvement in reservations service, the western reserva- 
tions control office was moved from Winnipeg to Edmonton. The Atlantic 
reservations control office was transferred to new and enlarged Halifax 
premises. 

PERSONNEL 


As of December 31, 1944, 263 male employees and 16 female employees 
of Trans-Canada Air Lines had enlisted in the armed forces. Of these, 
14 had lost their lives. 

Total personnel of the company, as of December 31, 1944, was 2,790. 
Women comprised 33% of all employees engaged in the domestic services, 
as compared with 35% at the end of 1948. Thus, for the first time since 
the outbreak of war, the proportion of female employees showed a 
decrease. Women continue to perform with efficiency many duties within 
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dispatch and station service were furnished for the operations of the 
the company, but they are being gradually replaced by men released from 
the air force and other services. 


As a result of its agreement with the R.C.A.F., the company continued 
to receive air force flight personnel who had completed their tours of 
operational duty overseas. For these men, T.C.A. conducted six training 
classes during the year and thirty-eight pilots graduated and were posted 
to T.C.A. service. The programme will continue at an accelerated pace. 


Instruction is also being carried on by T.C.A. of discharged air force 
personnel as radio operators, dispatchers, station and traffic agents and 
in other capacities. : 


SPECIAL WAR ACTIVITIES 


At Montreal, a large T.C.A. staff continued to maintain, service and 
convert the Liberator aircraft employed by British Overseas Airways 
Corporation on the north Atlantic return ferry service, as well as the 
aircraft of the Canadian government transAtlantic air service. Increased 
frequency of operation by both of these services in 1944 made it necessary 
to procure and train additional personnel. There were 553 employees 
engaged in this work at Montreal at December 31, 1944, as compared with 
286 at December 31, 1943. 

War contract work in the Winnipeg shops included overhaul of 
military aircraft, engines, propellers, instruments and accessories. With 
the close of the commonwealth air training plan this work has now been 
terminated. 

T.C.A. facilities were, throughout the year, placed at the disposal of 
military aircraft in need of servicing. In particular, radio coverage, 
dispatch and station service were furnished for the operations of the 
R.C.A.F. communication squadrons. 


THE STAFF 


The directors again record their appreciation of the loyal and efficient 
services of the company’s officers and employees, who have made it 
possible for Trans-Canada Air Lines to continue its vital services to the 
nation at war. They record their pride in the devotion and battle achieve- 
ments of the members of the staff in the fighting forces. To the families of 
those who have lost their lives in the service of their country they extend 
their deep sympathy. 


Then follows the balance sheet and the expense items which I suppose you 
want to discuss rather than read, Mr. Chairman? 


The CuarrMan: That is right. Gentlemen, have you any general questions 
to ask Mr. Symington before we go into the detailed financial reports? 


Mr. Rem: If you will go back to page 5 there are some questions I should 


like to ask Mr. Symington. In the third paragraph it speaks of the British 
Commonwealth conference in Montreal and the world conference in Chicago. 
How many countries attended the world conference? How many countries were 
represented? 

Mr. Symineton: In Chicago? 

Mr. Ret: Yes. 

Mr. Symincron: Fifty-three. 


Mr 


. Rem: May I ask if Russia was represented? 
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Mr. Symrincton: Russia was not represented. They had representatives 
there but they were not members of the conference. Russia, as you know, 
proceeded as far as Winnipeg and turned back, but they sent observers there. 
I saw a good deal of them, including their reporters, and in reporting that 
conference they sent two million words direct to Russia relative to the confer- 
ence, but they were not members of it. 


Mr. Rew: This has nothing to do with the question but one is always 
afraid to ask any question about Russia in case he be called anti-fascist. There 
has developed in this country a feeling on the part of some people that if you 
ask any questions about Russia you are against it, but I am interested in Russia 
because I understand that no planes are allowed to land there? 


Mr. Symincton: That is correct. 


Mr. Rei: I am wondering if the same concession is granted her by other 
countries and why she refuses. If there is going to be co-operation there should 
be co-operation all around. . 


Mr. Syminaton: There are only two ways in which, as at present advised, 
they can fly into other countries. Either they come into the conference, sign 
the convention, get the rights that every nation gets and give the rights that 
every nation gives or else they must enter into a bilateral agreement between 
themselves and any other country. Perhaps I am getting out of my sphere but 
I would assume that no country would agree to let Russia fly in unless Russia 
agreed to let other country fly in, but that is the position at the moment. They 
have rights in no country and no country has rights in their country. 

Mr. SHaw: Did Russia give any specific reason for not participating 
officially? 

Mr. Symrnctron: They gave no reason whatsoever. 

Mr. Suaw: And there has been no follow-up information that might indi- 
cate the reason for it? 

Mr, Symineron: I think everybody has been trying to find out. I think 
there probably have been discussions in state departments and that sort of 
thing, but so far as I know no reason has ever been given. 

Mr. Harris (Grey-Bruce): Do I understand you to say they have not 
entered into an agreement with any country at all? 

Mr. Symrineton: That is my understanding. 

Mr. Harris (Grey-Bruce): Since the Chicago conference? 

Mr. Symincron: They are not flying into and no foreign country is flying 
into their country. 

Mr. Jackman: As a result of this conference in Chicago, and I suppose 
the present conference in Montreal, what more does Canada want that we 
have not got yet by international agreement? 

Mr. Symineron: When you ask me what Canada wants I do not know. I 
know what I want, and that is that the points, which were very narrow, upon 
which we failed in Chicago to bring about what was to my mind the finest of 
achievements by getting a universal convention of these nations, should be 
cleared up. We missed out by reason of a very narrow difference between two 
countries of which I need not speak. I thought those two countries stood 
to gain more than any other but at any rate they could not quite reconcile 
their differences. 

Mr. JAcKMAN: That is in regard to this escalator clause? 

Mr. Symineron: Partly the escalator clause; the escalator clause combined 
with the fifth freedom. The result was that they formed a provisional conference 
which is now permanently situated in Montreal with instructions that they should 
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consider a permanent convention and make reports upon it to the assembly when 
it meets. That is what they are doing. My view is that they should complete 
the convention as they think it ought to be irrespective of whether it will pass 
one parliament, one congress, or another, that they are representing the world, 
not each country, and that they should prepare a convention that they think is 
right. Then let any nation stand at the bar of public opinion and reject it or 
accept it, but whether that is too high a hope I do not know. They are working 
on it. 

Mr. JackMAN: The members attending this conference in Montreal are all 
government representatives, not representatives of private companies? 

Mr. SyMINGTON: Quite so, but it is a permanent organization. It is really 
not a convention in Montreal. It is a permanent organization. These people 
are twelve months of the year people. There is a council of twenty representing 
the world. 

Mr. Jackman: Are they in continuous session? 

Mr. SyMINcTon: Continuous session, yes, and they have sub-committees 
of all sorts of a technical character because they have got a very big job to do. 

Mr. Jackman: There will be twenty representatives of other countries per- 
manently resident in Montreal for the purpose of discussing aviation matters as 
they arise. Is that the understanding? 

Mr. Symineton: Not only discussing; there is what is called a provisional 
convention now under way which has a lot to do with any air line which operates 
internationally. They have not got any teeth to control frequencies or rates. 

Mr. JackKMAN: But there is enough work to do? The field is so big that it 
requires their permanent attendance? 

Mr. Symincton: Yes, and it will grow. I suppose there are only perhaps 
two hundred people there now and I should say that there will be a thousand 
without any question. 

Mr. JAcKMAN: It is a big show, is it not? 

Mr. SyminctTon: It is a big show, yes. The air is a big show. 

Mr. JAcKMAN: If Canada is to consider going into the international field, 
particularly the trans-Atlantic service, I wonder if you would explain to the 
committee this provision which I read something about in a little booklet pub- 
lished by Wartime Information Board entitled “Canada and International Civil 
Aviation.” I understand that once a line is operated to 65 per cent of capacity 
then it may apply to put on additional planes. Is that the way it works? 

Mr. Symineton: That is one of the points that was not settled. There is no 
convention about that yet. The way we will run on the North Atlantic is that 
unless they do get a multilateral convention we will sit down with England 
bilaterally and arrange whether each shall have 5, 10, 20 or 100 frequencies. 
If we provide the means for increasing it it will have to be by bilateral agree- 
ment with Britain unless we get a universal convention. 

Mr. JackMaN: We cannot increase our planes on the service to Great 
Britain unless we accord a similar privilege to Great Britain to increase her 
planes. That is what you mean by a bilateral agreement? 

Mr. Symincton: I would not say that is the result but the minds must meet 
on an agreement. Britain might say, “Yes, you can run 20; we will only run 5.” 
I do not know what they will do, but the minds must meet because now we have 
no right to land there unless they let us and they have no right to land here 
unless we let them. 

Mr. Jackman: The right to land and to discharge and perhaps pick up 
passengers refers not only to a general right but also to the number of planes 
that may land and pick up? 
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Mr. Symincton: We have all signed a two freedom agreement which means 
that if-a plane is in trouble or has to land for gas it can land, or they can fly over 
your country but they have no commercial rights whatsoever. There are no com- 
mercial rights whatsoever as between one country and another at this moment. 
Commercial rights consist of what were termed a number of freedoms, one to 
seven. They all have agreed on the first two. As to the balance, which are 
commercial rights, there is no agreement on them at all, except there is recom- 
mended a standard form of bilateral agreement in which, among other terms, they 
agree that they will not endeavour to bar any other country or any other line, 
that everybody must be treated the same. Some people use the standard agree- 
ment; some people use it with some changes required for the particular state of 
existing affairs, and some do not use it at all. They use one of their own, but as 
far as your question is concerned for us to pick up or put down passengers in 
Britain or for Britain to pick up or put down passengers in Canada there are 
no rights at the moment. What the rights will be is a meeting of the minds of 
the British government and the Canadian government in a bilateral agreement 
that will settle all the terms, whatever they may be, that the two parties want to 
settle. | 

Hon. Mr. Howe: It does not necessarily mean there will be no agreement 
on frequencies. For instance, we have made a bilateral agreement with the 
United States. Certain routes have been allocated to each country, and each can 
fly as many frequencies as they like. 

Mr. Hazen: What do you mean by “frequency?” 

Hon. Mr. Howe: So many planes a day. 

Mr. JAcKMAN: Are there any other countries besides Russia which are not 
parties to the convention where they might interfere with our future plans? 
For example, if we had a Pacific service we might want to use the northern route 
and have rights in Russia. In regard to the other routes contemplated, the 
Atlantic and South America routes, are all the countries where we might need 
a landing field parties to the convention? 

Mr. SYMINGTON: Yes, 

Mr. JACKMAN: Russia is the only hold-out at the moment? 

Mr. Symineron: The only one I recall. Enemy countries, of course, were 
not allowed in. They only get in under certain terms, but they are not in now. 
Italy, Germany, and so on, are not in. 


Mr. Rerp: A person going to Russia must go by Russian plane if they 
are flying? ; 

Mr. Symineton: He cannot go at all. 

Mr. JACKMAN: You would be undesirable. 


Mr. Symineton: You might go in by train and you might fly in Russia 
by a Russian plane but you cannot fly in from any other country now except it 
is a special trip arranged through the state department, but at the moment 
nobody can buy a ticket into Russia. 


Mr. Ret: In other words, it is a closed country. 
Mr. Symineton: It is a closed shop at the moment. 
Mr. Harkness: In the second paragraph you say: 
“The period was one of intensive planning for a time when the air 
lines will not only multiply its domestic services”, 


and so on. What are your plans for multiplying domestic services in the 
immediate future? 


_ Mr. Symineron: Our plans for multiplying domestic services in the imme- 
diate future are first, I think, a fourth trans-continental flight from ocean to 
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ocean, a line through Winnipeg to Edmonton via Saskatoon which may go on 
to the coast. Remember, when I talk about these things I am only telling you 
what I have in mind. I cannot get these things unless the Minister for Air 
and the Postmaster General recommend them to council and council passes 
them. Otherwise, I cannot do anything about them. But the character of the 
routes that I visualize in main line operation in Canada are those lines, plus a 
line from Montreal down the lower St. Lawrence to St. John, because I feel 
that there are centres of population in the older sections down there—Riviere- 
du-Loup, Mont Joli, Rimouski—which are entitled to air access. There may 
be one or two others as developments go. Then, of course, we hope to fly, under 
what we think is a fairly long-headed agreement we have made with the United 
States—we have got the right to fly into their distribution centres where airlines 
meet. We want to put these services in, not only for bringing more people into 
this country from the points where American airlines concentrate, but we hope 
as well to develop traffic for our service across the north Atlantic and across the 
Pacific; that is what we would like to do. That is what we have in mind. As 
to when; it has been simply impossible up to this minute to get planes. We 
are now converting war planes into commercial planes. It is a tough job but 
it is the only way which we will get planes. 
Mr, Harkness: What kind of planes are you using? 


Mr. Symincton: We have three C49’s which were transports, DC3’s—we 
now can only get C47’s which are a cargo version of the DC3’s. We are con- 
verting and hope to convert a considerable number of these types almost imme- 
diately, and to have them coming off the line we hope fairly regularly, so that 
we can put them on the line once the airfields are ready on the routes I men- 
tioned, plus our routes into the United States and into Alaska. 


Mr. Harkness: And I suppose work is being done on the domestic lines 
now; for instance, the one from Winnipeg through Saskatoon to Edmonton, and 
the one along the lower St. Lawrence? 

Mr. Symineron: And the additional trans-continental line, yes; that is 
about what I envisaged as mainline operation for Trans-Canada, and that is all 
I am interested in. 

Mr. NicHorson: What about the line from Toronto to Sault Ste. Marie 
and Fort William? 

Mr. Symineton: Yes, there is that one. We will cut off a considerable 
distance by flying across the lakes and at the same time serve Sault Ste. Marie 
and the cities at the head of the lakes; and when traffic justifies it, which I 
think it will almost immediately, we will fly directly across Montreal-Ottawa to 
Winnipeg, instead of turning down to Toronto and running from there across 
the lakes. By flying direct from Montreal to Ottawa to Winnipeg we would 
save a Jog of from 190 to 200 miles, just by that change. 

Mr. Nicuotson: How soon will that service be ready? 


Mr. Symineton: I do not like to make any promises about that. We are 
ready but it is a matter of airfields and communications. 


Mr. Hazen: Did I understand you to say that you could not pick up and 
put down passengers in Great Britain and that Great Britain could not pick up 
or put down passengers here at the present time? 

Mr. Symincton: At the present time we are running what is known as a 
military operation. 

Mr. Hazen: Yes, I know. 


Mr. Symincron: Apart from that, Trans-Canada as a commercial airline 
is not doing it. We are simply conducting an operation for the Canadian govern- 
ment; we merely carry people they tell-us to carry, whom they want us to 
carry, and the freight they want us to carry. It is recognized military opera- 
tion. There is no commercial operation between Britain and Canada to-day. 
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Mr. Hazen: Will that condition have to be changed within the near future? 


Mr. Syminecton: Oh, undoubtedly; I should think both countries are very 
anxious to meet and will meet to try and arrange a bilateral agreement. 

Mr. Hazen: Has any time been fixed for such meetings? 

Mr. Syminocton: That is a matter between the two governments. 

Hon. Mr. Howe: Yes, meetings have been arranged. 

Mr. Nicuotson: I have three or four questions I wanted to ask, but before 
IT ask them I would like to refer to a part of the last paragraph in your report 
in which you express appreciation of the loyal and efficient service of the 
company’s officers, etc. Having used the T.C.A. service to a considerable extent 
I want to endorse those sentiments. I would like to inquire about the service 
in the east. I understand you have two planes flying over Charlottetown every 
day of the year to Moncton and Sydney, and in view of the very unsatisfactory 
transportation conditions into Prince Edward Island I wonder if consideration 
has been given to having the T.C.A. planes stop at Charlottetown. I know that 
the Maritime Central Airways are giving a very good service; it is very difficult 
to get reservations on their ships; and in view of the fact that your planes are 
passing over and that Prince Edward Island is a very important part of Canada, 
I think they might be linked directly with T.C.A. 3 

Mr. Symrinoron: All I can say is that we have not been asked to do it. 
Certainly we do fly over on the way to Newfoundland; and I believe you are 
right, that people are having difficulty in getting seats on the planes going across 
to Charlottetown. Of course, we do fly planes over the Island, as I said, to 
St. John’s, Newfoundland, but that was established as and was required because 
of extensive war operation, flying direct to Newfoundland. We had to fly a 
service of that kind. 

Mr. McCuttocu: They are getting very good service into Charlottetown. 

Hon. Mr. Hows: Yes, and it is planned to expand that service to take care 
of Charlottetown. That is a point that needs to be well taken care of. 

Mr. McCuttocu: I understand that Maritime Central Airways have two 
or three planes carrying passengers. I think one of them carried 10 passengers 
and the others carry 6 passengers each. 

Hon. Mr. Howe: And they are getting some better planes too. 

Mr. McCutuocu: I know that they are always pretty well filled up. 

Hon. Mr. Hower: Yes. 

Mr. Nicuotson: How about the service between Fredericton and St. John? 
You have to drive as far as 30 or 40 miles there to get to the airfield. 

Mr. Symineton: That is the service of which we are not so proud, but we 
cannot help it. Any airline that has to operate in foggy country, where the 
passengers have to drive 50 miles, cannot be satisfactory. It is costing us a lot 
of money. We lose on it because you may get ready and drive out all the way 
to the airport and find that the plane is down and you cannot fly. It is a most 
unsatisfactory service, but it does give mail service, and those who want to 
take a chance on the traffic do get service. However, it is a thing about which 
nothing can be done. 

Mr. Nicuouson: Is there any chance for improvement in the near future? 

Mr. Syminecton: Not unless, as I say, they can find an airfield in the 
vicinity, which they seem to have great difficulty in doing, which will allow us 
to land closer. 

Mr. Hazen: Might I ask you there about the proposed landing field at 
Clover Valley, I think it is called? What is the position at the present time so 
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far as T.C.A. is concerned? I understand that the municipality has expropriated 
the land and acquired property for a field in the belief that the T.C.A. would 
use it. 

Mr. Symineron: I can only say this. We have nothing to do with getting 
fields; that is a matter for the department. Of course, when a field is furnished 
we will be only too glad to go in there. We do not furnish these airfields. The 
Department of Transport does that, or the municipality—whatever the agree- 
ment happens to be. We are not in the airfield business at all. Certainly if an 
airfield is provided the T.C.A. will land there. 

Mr. Rew: There are one or two questions on page 1. I notice in the third 
last paragraph you speak about plans for international flight, other than the 
present trans-Atlantic service, and you say that they are still tentative; and 
you go on, “but the West Indies, South American and the Pacific are areas of 
admitted interest to the company.” I was wondering what research or investiga- 
tion you had made insofar as the Pacific areas are concerned? 

Mr. SymMincTon: We have given a great deal of study to these routes. I might 
state quite frankly to this committee that I believe they will be losers for some 
time to come and require financial aid. We would prefer to run to Australia 
and New Zealand via Fairbanks, China, India and Australia, or I should say 
China-Australia. But that is now. not open because of Russia. Therefore we 
expect to land at Hawaii and on down to Australia and New Zealand under a 
joint agreement with Australia and New Zealand. That operation depends upon 
when you can get the equipment with which to run it. Because they are long 
hops you have got to be sure that you have the proper equipment. What the 
financial result will be I cannot prophesy at all. It depends upon how many 
people are going to travel and how much mail is carried, but I would not want 
to invest my money in it, if I had any to invest. Fey as 

Mr. Rep: You are reserving this field for the future I suppose. 

Mr. Symineton: Of course, there are trade connections, prestige, and that 
sort of thing involved which will probably command that certain lines be run. 
But do not make any mistake about it—I hope I am not too pessimistic—for 
some time these lines will not, in my opinion, produce a return. 

Mr. Hazen: Would you conduct international lines which do not pay? 
Mr. Symincton: We will naturally conduct such international lines as the 
government tell us to, because they are our bosses. 

Mr. JacKMAN: These external lines, apart from the ones going down into 
the United States, do not carry much hope of a commercial return, as you see it? 
Mr. Symineton: I think the north Atlantic run will; I think it will come 
reasonably close to it. I think the north Atlantic will give a return because, it 
is by all odds the big traffic area. I think also that traffic on the West Indies- 
South American route will increase more quickly than it will in the Pacific, unless 
we get a right to go through Russia-China. That is the route which I think traffic 
might go up. But to hop 3,000 miles to Hawaii from Canada and hop from 
there to Australia, makes it a rather difficult proposition to expect to make any 
money on, I think. 

Mr. JAcKmMAN: I would say so. 

Mr. Reip: Have you surveyed the possibilities of routes between the 
Pacific and South American countries? 

Mr. Symineron: The west coast? 

Mr. Rep: Yes. 

Mr. Symineron: No. We have surveyed them to this extent, that we have 
surveyed all the territories and what the travel between countries is likely to be 
and so forth, what the freight return might be, and what the populations of the 
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countries are and what the standard of living is. You can get a great popula- 
tion with standards of living of a kind that they cannot fly and do not fly 
because they have no money to fly with and that makes it a pretty tough pro- 
position. These countries have services which are somewhat similar to what we 
know as bush lines in our north country at the moment—Costa Rica, Salvador, 
ete.—you get into a plane there and you may have a cow next to you, and you do 
not have a nice stewardess to wait upon you. The operation is a practical opera- 
tion designed to meet the conditions of the country in which the operation is 
taking place; but it is not what is known as a high-grade airline operation, 
although it does meet the requirements of the country. 

Mr. Rem: I have just one other question relating to the operation of the 
service on the west coast there. I notice you have a run between Victoria and 
Seattle, and I was wondering if you are extending that run to take in Fairbanks, 
Alaska? 

Mr. Syminecton: We will be running to Fairbanks via Edmonton, 

Mr. Rem: At what points will that touch? Will you start from Victoria and 
then go to Seattle, and come back by way of Vancouver and then on up? 

Mr. Symincton: We ran into Vancouver because we wanted an entrance 
on the Pacific coast, Seattle; and the only way in which we could get that was 
Victoria-Seattle—Victoria-Seattle-Vancouver; so that now we have an entrance 
to the traffic producing territory in the state of Washington, because we can beat 
any airline from there to New York, I think. 

Mr. Ret: These planes will take your passengers to Vancouver, will they? 

Mr. SyMiNncToN: Yes. 

Mr. JAcKMAN: They take the Seattle passengers up to Victoria, or Vancouver, 
and then take them to New York more cheaply? 

Mr. Symincron: I do not know about more cheaply, but more quickly, 
and more comfortably I think. 

Mr. JAcKMAN: I think in one of the previous sittings of this committee 
we were told that the run between Vancouver and Seattle, or to put it the other 
way, the Seattle-Vancouver run, was not a profitable one. 

Mr. Symincron: The Seattle-Vancouver route was not a profitable one. 
It belonged to Canadian Airways originally and they gave it up. It was not a 
profitable route, and it would not be a profitable route yet. No route that short 
is a profitable route; but it is a feeder to our traffic and it is an originator of 
traffic. 
Mr. McCunuocu: Is there any chance of Yarmouth-Greenwood-Truro 
being connected? 

Mr. Symrncron: I should think that Yarmouth might be connected with the 
Halifax-Boston run. That appears likely. I do not know much about it. It 
looks as though it might, I cannot tell. 

Mr. Jackman: Is it appreciably shorter from Seattle to New York via 
Vancouver than over the U.S. lines? 

Mr. Symineton: It is some shorter, yes. 

Mr. JAcKMAN: Is that a factor in our situation there? 


Mr. Symincron: It is some shorter, but there is another factor, and that 
is our smaller population, which is an advantage. We have fewer stops. It 
places them at a disadvantage in that they have to make more stops. Of course, 
but, if they operate a through express route, flying non-stop, our advantage 
might be lost. Up to date we have undoubtedly been getting a lot of traffic from 
Seattle. 


Mr. Rew: Can you tell me if the fog at Sea Island is delaying your 
planes very much, the fog out there at Sea island airport? 
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. Mr. Symineton: I think the answer to that is that it delays at certain 
times of the day; that is we have difficulty very often in getting in there before 
11 or 12 o’clock, until after the fog rises. Apparently there is some fog there 
in the early part of the day but most days it rises by noon. 


Mr. Rep: It would have been better if in the first instance an airport free 
of fog had been chosen rather than the one you have there now. That, of course, 
was chosen by the Vancouver city council and now it has grown up—amillions 
of dollars have been spent on that airport. I suppose that if an airport were 
being chosen to-day you would look for one free of fog, and such a location 
could be found closer to the city. 

Mr. Symincton: As I say, we have nothing to do with airports. Well, we 
do give what information we can to the department as to the characteristics 
along technical lines. What you say about the Vancouver airport is, of course, 
a matter of concern for the Department of Transport. 

Mr. Rew: I want to ask one or two questions about passengers. There has 
been considerable complaint during the past few months by men who want to 
travel on business, for strictly business purposes, between Vancouver and west 
coast points and Ottawa, that they have not been able to get space, that people 
on pleasure trips are booking as far ahead as three months. I do not suppose 
there is any way to control that. If you wanted to get a seat on one of those 
planes you could not get it within three or four weeks. At one time I think 
they were booked as far ahead as three months, not by business people, but 
by people looking ahead for a pleasure trip; and people calling up the T.C.A. 
and saying that they wanted to book a party for three or four months ahead— 
as much as 25 or 30 per cent of the seating capacity of the plane being booked 
by passengers of that type, pleasure-seeking passengers. 

Mr. Symineton: That complaint is perfectly justified. The question of 
remedy, the basic remedy, is that we get the new planes, more planes, and you 
_ have met your trouble. Otherwise the problem is a difficult one to handle for a 
public service corporation. Business men, particularly in the west, come in any 
time, just a day or two before they want to make a trip, and then complain 
because they cannot get accommodation at the moment they want it. 

Mr. Rep: That is right. 


Mr. Symineton: They have to make up their minds a couple of days 
ahead, and then they come in and say; why these planes are full of women and 
children and school teachers and all that sort of thing; what good are they doing 
for the business of the country, they should not be allowed to interfer with 
business this way. Well, I don’t know. The doctors now recommend women 
with small babies to travel by air, if they have to move; that is found to be the 
quickest and least harmful way to move infants. Then, take school teachers. 
They work the greater part of the year and then they say they want to get. away 
for a vacation on such-and-such a date and they make their reservation. Take 
the case where a man would come into us and say: you ought to give us a 
reservation three days ahead. You could not expect us to work even on that 
narrow margin. No one knows what traffic will offer within a short time such as 
three days, and you can hardly afford to hold your space open to business men 
on a short notice basis of that sort, particularly when you realize that as a rule 
the business man who travels by air only makes such trips twice or three times 
during the year; and that kind of traffic does not fill your aeroplanes. I have 
not been able to bring myself over to the view that such an arrangement would 
be fair to the travelling public. What I am interested in is the economic 
proposition, the operation of the airline. The lines have not done so badly, 
I do not think, all the circumstances being considered. We are now getting 
new planes, and that will remove some of the objections; and then I do not 
think you will hear much more about it. 
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Mr. McCutuocu: How about a passenger at Halifax, who buys a return 
ticket on Monday to go from Halifax to Montreal and he wants to come back 
on a Wednesday— 

Mr. Symrncron: He wants to which? 

Mr. McCuuttocu: He wants to return on Wednesday. 


Mr. SYMINGTON: Yes. 

Mr. McCuutocu: And when Wednesday comes he probably cannot get 
a seat on the plane. 

Mr. Symrncton: Unless he has reserved it. He can reserve it at the time 
he buys his ticket. 


Mr. McCuutocu: Even if he reserves it he cannot get it. 


Mr. Symrneton: I am afraid that is a condition that will continue as long 
as you have not sufficient planes to meet the demand, we have the odd deplane- 
ment for priority. 

Mr. McCuuuocH: Do you not think that a man who buys a return 
ticket should have a preference? 

Mr. Symincton: Well, I don’t know. We give them a 10 per cent reduction 
on the rate to buy a return ticket, you know. 

Mr. JAcKMAN: Your rates are now fairly comparable with lower berth 
rates on the railway, are they not? 

Mr. Symincron: Well, they are coming down a bit. I would say that they 
are about the equivalent to a room rather than a berth, plus your railway rate. 

Mr. JAckMAN: May I ask whether or not you have entered into any 
negotiations with any of the countries with whom you have to negotiate in order 
to complete arrangements for your West Indies-South America services? 

Mr. Symincton: We have not yet got down to actual negotiations. We 
have had a lot of talks with them, and they are all waiting to receive us with 
cpen arms; but there is no use in arousing people’s hopes of getting things going 
until we are in a position to deliver the goods. We are not yet, either in the 
matter of planes or in the matter of personnel, although our personnel situation 
is improving tremendously. I expected to answer questions as to why we had not 
made a little more money. There are many reasons in addition to the personnel 
item of which we have spoken. We have now taken 750 returned men on_ to 
be trained, and we start them at proportionately higher rates than we would if 
they were not returned men. You cannot take a man who has been overseas and 
give him a probationary rate of pay such as you would give to one who comes to 
you as a young fellow just wanting to learn. And it is taking longer to make 
commercial air pilots out of war pilots than it does of a fellow who has never 
been in the war at all; oddly enough these men themselves want to stay on the 
right hand seat until they feel they are qualified to become captains. 

Mr. Jackman: Why would that be? That is very interesting. 

Mr. Symincton: Well, largely because these fellows during the war have 
been flying by the seat of their trousers and they have a lot of bad habits which 
take a lot of curing for commercial air purposes. 

Mr. McCuttocn: Are you getting many of those from the schools? 

Mr. Symineton: No, we are taking nothing but returned men. We have 
taken 750 of them. We have 205 of our own coming back too. 

Mr. Hazen: Did you say that you have 205 pilots? 

Mr. Symincton: ‘These are not all pilots. 

Mr. Hazen: How many pilots have you at the present time? 

Mr. Symineton: About 250. 
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Mr. Hazan: Including co-pilots? 
Mr. SyMINcTON: Yes. 


Mr. Harkness: As far as these two routes to the United States are con- 
cerned, you do not show anything about flying from the prairie areas, such as 
from Winnipeg to Minneapolis, or from Lethbridge to Grand Falls; have you 
1: In mind to develop the routes in that area? 

Mr. Symincton: We are trying to get Chicago-Winnipeg. We may get it, 
I do not know; we could not get it then. You see, under the present agreement 
the territory was divided. It was a territorial division and for a long time the 
United States operators have run the line from Winnipeg to Minneapolis, and 
they also had the Lethbridge-Grand Falls run. They also had the Vancouver- 
Seattle, and we were able to get into Seattle as I explained primarily as a source 
of traffic. With respect to what is of greatest advantage to us, through routes 
to the largest centres, Chicago, New York and so on, non-stop is very valuable. 


Mr. JacKMAN: You mean, you have fewer stops along your route between 
Seattle, Vancouver and New York? There are fewer stops on your line than there 
would be between Seattle and New York as United States operate? 


Mr. Symincton: Yes, I think even now there are fewer because we have 
not the large populations. That will be particularly true when we get our new 
big equipment. 

Mr. Jackman: Why do not the American lines put on an express service? 


Mr. SymMincton: They will do that as soon as they get their big equipment; 
although, mind you, there are competing lines in these western cities with which 
they have to divide traffic. They can only go so far and operate on a paying 

basis. 
| Mr. JACKMAN: If they had an express line then the advantage we have at 
the moment in a faster service would disappear, would it not? 


Mr. Symincton: No, our express line wou'd still have to meet their com- 
petition; but there is more to it than speed. You’d be surprised at the letters I 
get from people from as far away as California who come up and travel by T.C.A. 
in preference— 

Mr. JAckKMAN: Is that on account of better service? 


Mr. Symrincton: Yes, better service, and smiling service, you might say; 
and they like the scenery. It is really surprising. 
Mr. JACKMAN: Is our equipment as modern as their? 


Mr. SyMINGTON: Our equipment is smaller than their, but it is faster and 
as comfortable; and it is what they call a “heads-up” service, and things like 
that. 

Mr. SuHaw: I understood you to say, Mr. Symington, that the T.C.A. have 
nothing to do with the construction and maintenance of airports, is that. correct? 


Hon. Mr. Howe: That is correct. 


Mr. Suaw: Probably then my question should be directed to the minister: 
Is there any way by which we can determine the cost of construction and the 
maintenance of airports for T.C.A.? Otherwise we cannot get a complete and 
correct picture of the cost of operating the T.C.A. I find in connection with 
government enterprises that this is so frequently the case. Take the post office, 
for example. You can get a statement of the postal revenue and expenditure at a 
particular office, but the capital expenditure comes under the Department of 
Public Works, with the result that you cannot get a complete and correct picture 
of operations of a government enterprise in so very many cases. Could we 


possibly get something regarding the cost of maintenance of airfields? 
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Hon. Mr. Howe: There is no trouble in giving you the cost of the construc- 
tion and operation of any airport in Canada. The airports are maintained for 
other than T.C.A. services. T.C.A. pays landing fees just the same as the others; 
but the facilities operate for other purposes than merely T.C.A., particularly for 
military purposes. There is no airport that I know of used exclusively for T.C.A. 

Mr. Straw: There must be some emergency fields. 

Hon. Mr. Howe: Oh, yes, but the emergency field maintenance is prac- 
tically nothing; that is simply a place to get down in in case you have trouble. 

Mr. SuHaw: But it involves an original capital outlay? 

Hon. Mr. Hown: Oh, yes. 

Mr. Symrnetron: The same thing applies in the United States. There is 
no operating airline which I know that could possibly pay its way that had to 
earn the cost of building and maintaining air fields in addition to its other 
operating costs. 

Mr. Suaw: I am not criticizing the answer given, but it is awfully hard for 
us to take a statement of this character and accept it as a complete statement 
of revenues and costs of the enterprise. 

Mr. Symincron: The situation is this, that we pay a landing fee to the 
government on their fields, plus certain other services, the same as any other 
air line. 3 

Mr. SuHaw: That is true, but as Canadian taxpayers we pay more as a conse- 
quence of expenditures made by the other department of government which is 
responsible? 

Mr. Syminaton: Air fields are undoubtedly built and they do not get a 
return in landing fees commensurate with their cost, but that is true the world 
over. 

Hon. Mr. Hower: That is a situation which is very much confused at the 
moment, owing to the fact that practically all of these new fields were built 
for the army, which pays no landing fees, but we are starting a study now 
to put these fields on a commercial basis. It should be possible. Many fields 
in the United States pay their way in landing fees and concessions of various 

sorts. For instance, La Guardia field, which cost $42,000,000, has I am told 

turned out to be quite a profitable field. That is a matter that will come but 
at the moment the situation is so confused by war use, and by airports built 
wholly for war that have no commercial traffic, that 1t will take a year or two 
to sort that out. 

Mr. Brauporn: You do not own Dorval airport? 

Mr. Symincton: No. 

Mr. Beaupoin: That belongs to the government. 

Hon. Mr. Howe: It belongs to the Department of Transport. 

Mr. Beauporn: You do not have to defray the expenses of the upkeep of 
the airport? 

Mr. Symincron: We have our own facilities there and we pay landing fees 
and certain other fees. We have our facilities there, our hangars where we 
do our jobs, and all that sort of thing. 

Mr. Beaupoin: You also have repair shops there? 

Mr. Symineron: Yes, we have maintenance shops. 

Mr. Braupoin: How many employees do you have there? 

Mr. Symineron: There are 553 engaged in the trans-Atlantic operation 
where all the planes are taken care of with respect to the trans-Atlantic opera- 
tion for the government. I should say there are 750 to 800 people out there. 

Mr. Braunorn: Is that number of employees likely to be subject to decrease 
in the near future? 
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Mr. Symineron: I would think it is subject to increase. Montreal will be 
an international airport and, of course, it will be subject to increase. 

Mr. Suaw: Mr. Chairman, possibly my next question should be directed 
to the minister. In a case like the Penhold Airport where you have an emergency 
landing field for the T.C.A. and buildings, and so forth, does that operate inde- 
pendently of the air station which has been operating under the commonwealth 
air training scneme? The reason I ask is that if it does not then in the disposal 
of buildings, equipment, and so forth at Penhold you would have to have a 
prior claim upon certain essentials in connection with the operation of your 
emergency landing field. I was wondering if they did operate independently. 

Hon. Mr. Hows: Penhold was a purely military field. It was built for 
military use for the military. It happens to be a field that is on the trans- 
Canada line and is a good emergency field. 

Mr. SHaw: You have a separate strip there and separate buildings operating 
si 0 Oa Nel ORT Oy 

Hon. Mr. Howe: Where is Penhold? 

Mr. Suaw: North of Calgary about eighty miles. 

Hon, Mr. Howe: It is only an intermediate field. It is not a field we use. 
There was a strip there before, and then we built the airport for the military. 


Mr. SuHaw: I do not think there was any strip there before. 


Hon. Mr. Hower: Perhaps not. There was a radio range and a strip as part 
of the original line from Edmonton to Lethbridge. Then the military went in 
and chose that as a spot for an air training school and built an airport there. 
When the military get through with it they will declare it surplus and it then 
goes to the Department of Transport. The Department of Transport decide 
whether there is anything useful to them in their operations and then they 
declare the balance surplus to War Assets Corporation. War Assets Corporation 
disposes of such surplus to the public. : 


The CHarRMAN: I might suggest that perhaps the questions of Mr. Shaw 
and Mr. Beaudoin will be answered when we get over to the detailed reports. 
I think some of the questions asked will be answered on page 13 under ground 
operation, maintenance and depreciation. 

Mr. JAcKMAN: May I ask Mr. Symington a general question as to para- 
graph 7 on the first page? 


A direct operation between Winnipeg and Edmonton waits only upon 
the installation of airports and airway facilities along this route. 


You are not concerned with the cost of those facilities? That is the Depart- 
ment of Transport entirely? 


Mr. Symineton: We are concerned in them. being fit to land on. We 
naturally try to get along with what we can so as not to cause too much cost, 
but the Saskatoon air field, which is the one in question, is a well known develop- 
ment that has been under way for some time. It is only a matter of getting it 
completed. | 

Mr. NicHotson: How about the intermediate stations at Yorkton and 
Dafoe? Are they satisfactory? 

Hon. Mr. Howe: They are all right. They are just intermediate stations. 


Mr. JACKMAN: Do you pass upon fitness as representing the T.C.A. or 
does the Department of Transport do that? 

Mr. Symincton: The Department of Transport under the method prepare 
plans for an air field, and before they go on with them they submit them to the 
operating department and say, “This is the direction of the ranges and the 
runways. Will it meet your situation?” Our people go over it and say that it 
will or it will not, it should be changed here or there in order to accommodate 
the planes. 
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Mr. JAcKMAN: But the Department of Transport have inspectors just for 
this purpose, have they not? I see a large appropriation on that account in 
the estimates? 

Mr. Symincton: Of course they have. They build them. We have noth- 
ing to do with that at all. 

Mr. JACKMAN: They merely consult you? 


Mr. SyMIncTON: Just for advice; we are going to have to land the planes 
there. “Is this runway a degree off or on according to your experience in the 
prevailing winds”, and so on, as to whether it is right, but we have nothing to 
say about it. It is only the fact we are going to use it and it is naturally wise 
to avoid any possible errors. 

Hon. Mr. Hows: The Department of Transport inspects all aviation 
lines. Trans-Canada Air Lines is just another air line to them. Any air line 
that operates is subject to inspection by the Department of Transport, and 
any field that is used is subject to inspection by the Department of Transport. 

Mr. Hazen: Mr. Symington, when I asked you if you would operate an 
air line that did not pay if I understood you correctly you said that depended 
on the government, that the government was your boss. I should lke, if I 
could, to get some idea of the set-up or relationship between the government and 
the company. For instance, does the T.C.A. select the routes it will operate or 
does the government decide on the routes and tell the T. C.A. to operate them 
under the Trans-Canada Air Lines Act? 

Mr. Symincton: It might be either. What happens is T.C.A. applies to 
the government for a route. What they do is they write the Minister for Air 
and the Postmaster General and say, ““We would like to put another frequency 
on this route” or “We consider this route should be set up”. These two ministers 
must recommend it to the governor in council who passes it. Then we can run 
it. Until then we cannot. 

Mr. Hazen: Do you have to get a licence from the board? 

Mr. SYMINGTON: Yes. 


Mr. Hazen: That is the one side. Take the other side. You apply for a 
route. Does the government ever come to you and say, “You are to run a line 
between this point and that point?” 

Mr. Symincton: I do not recall any such case happening. 

Hon. Mr. Howe: We could. For example, the government has the power 
to make treaties with other countries. We made a treaty with the United States 
and accept responsibility for operating certain services. Among them are the 
services from Toronto to Chicago and Toronto to Cleveland. We instruct 
T.C.A. to operate these international services. 

Mr. Hazen: Where is the authority for that under the Act? 


Hon. Mr. Howe: It is a part of the T.C.A. contract. The Act provides 
for a contract. 

Mr. JacKMAN: Do T.C.A. have: to accept that instruction or can you put 
your own price on the cost of that service? 

Mr. Symineton: Under the present arrangement if we run it we just get 
the remuneration which is provided for in the Act. We are protected under the 
present Act. If we make a profit the mail rate goes down; if we make a loss 
the mail rate goes up, so we are really protected as a company from having to 
operate at a loss. That is all being changed, as I understand the legislation, but 
that has been the situation up to now. 

Mr. Jackman: But you will be guaranteed as representing the T.C.A. 
against loss? | 

Mr. Symineton: Which? 
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Mr. Jackman: If the government orders you to operate a certain route? 

Mr. Symincton: Under the present contract. 

Mr. JAcKMAN: Apparently that is going by the board. 

Mr. Symincton: I do not know whether it is or not but there is power for 
it to go by the board in the amendment which we will come to in due time. 

Mr. JackMAN: You picture yourselves in the position of being ordered to 
operate a route which may show a loss and which will not come out of the 
consolidated revenue fund? ; | 

Mr. Symineton: I have not pictured myself in that position. I have not 
really considered whether I could be put in that position. Certainly as far 
as I am concerned personally if domestic T.C.A. ever has to be subsidized I am 
out. I would not do it because I think it can be made to pay. 

Hon. Mr. Hown: Of course, we are very careful to see that these routes are 
potentially profitable routes. 

Mr. JAckMAN: Mr. Symington was careful to qualify his remarks by saying 
domestic T.C.A. routes. 

Mr. Symineton: Yes. If the government of Canada enters into an agree- 
ment whereby they are going to run the North Atlantic and they say to T.C.A., 
“You are to run it”, as they have said, T.C.A. overseas limited, or some such 
name—not T.C.A. domestic—will run it and, of course, they will run it under 
a contract with the government. What that contract will be remains to be 
seen, but if I am in T.C.A. I will be protected against loss. Do not make any 
mistake about that. 

Mr. JACKMAN: Suppose Great Britain or any other large population country 
where traffic arises insists upon operating planes bearing the same ratio to the 
total as their population at the point of traffic origin bears to the total traffic; 
it may be that T.C.A. overseas lines will always be very small and perhaps for 
that reason will not be profitable whereas the country which has the large 
population may have a great number of planes and that increased volume can 
make them profitable at the same rate which would show us a considerable loss? 

Mr. Symineton: If the government were stupid enough to agree to that 
they ought not to be the government because nobody would agree to any such 
proposition. 

Mr. JAcKMAN: I understand that is a point at issue in the escalator clause? 

Mr Symincton: Not at all, not for one minute. The escalator clause had 
nothing to do with that at all. 

Hon. Mr. Hown: It had nothing to do with that at all. 

Mr. JackMAN: Why is it then that there is this point of difference between 
the United States, Great Britain and ourselves, if you like, as to the provision 
whereby after effective use is made of 65 per cent of the line you can add 
planes? 

Hon. Mr. Howe: That provision gives permission to do so. 

Mr. Syminerton: It is a pretty long story to try to explain that to you. 

Hon. Mr. Howe: It might never be operative. 

Mr. Jackman: Is there not a point in issue in regard to where the traffic 
originates? 

Mr. Symrincron: None at all. We are all agreed to operate on a 50-50 
basis. The United States had to be persuaded to this, and it was a gesture on 
their part because they are the biggest travelling country in the world. If a 
passenger has origin in the United States and flies to England, gets off and then 
gets on a plane in England, England gets credit for that passenger just the same 
as if it were an English person. The United States does not get credit two ways; 
it only gets credit one way. 
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Hon. Mr. Howe: It is on the basis of traffic embarked. 

Mr. Symrneron: Traffic embarked in the country no matter where they 
come from. 

Mr. JAcKMAN: The point of origin is not of importance? 

Mr. Symineron: Not a bit of importance. 

Mr. Breavuporn: On page 6 you list the principal factors which were respons- 
ible for an increase in your operating expenses. Do we find a breakdown of those 
elsewhere in this report? 

Mr. Symrncron: On pages 13 and 14; they are all pretty well broken down. 
I can discuss them with you shortly now or when we get to these accounts. 

Mr. Nicuotson: Before we leave page 6 in connection with the operating 
expenses I wonder if Mr. Symington has any information to give us as to the 
weather factor? What difference does it make in your operating expenses when 
you have a month of bad weather? 

Mr. Symincron: Of course, if you have ‘bad weather and you either cannot 
run or you run part way and have to take care of passengers, switch them into 
hotels and get them accommodation, and so on, it costs you money, of course, but 
year in and year out it evens up-although last year was not a good year. 

Mr. McCuttocu: You have to take an average over the year? 

Mr. SYMINGTON: Yes. 

Mr. Nicuotson: In terms of dollars and cents have you any way of knowing 
what a bad September this year would mean as compared with a good September 
last year? 

Mr. Symrncton: We might for the month but the factors are so many that 
it is pretty hard to say that weather cost so much or anything else cost so much. 

Mr. Nicuouson: You are not worried very much about weather in your 
future plans? 

Mr. Symrineron: No, it is becoming less troublesome all the time because 
of scientific improvements. 

Mr. Rep: There are two questions on page 5. At the foot of the page you 
mention air express volume and air mail volume. Are they two distinct types 
of trade? What I want to know is does the air mail volume, which has increased 
by -3 per cent, include all air mail parcels or parcel post? 

Mr. Symincron: Anything that pays air mail rates. 

Mr. Rei: That is different from the air express? 

Mr. SYMINGTON: Oh yes. 

Mr. Rerp: My next question has to do with the fourth paragraph on that 
page where you said there was a notable expansion in the Canadian government 
trans-Atlantic air service. That is mail service, transporting mail? 

Mr. Symineton: That is transporting mail plus cargo plus everything. 

Mr. Rerp: Is the mail being transported overseas for the Canadian govern- 
ment included in the volume of mail as outlined in your statement? 

Mr. Syminaton: No. While the T.C.A. operates it it.is not a T.C.A. 
commercial operation. Everything is charged to the government and the 
government pays everything. We cannot take anything. The government says 
whom you shall carry. It 1s a war service. 

Mr. JacKMAN: What happened to the Atlantic service that C.P. Air Lines 
or the C.P.R. were operating in one way or another? They were taken off that 
job, were they not? 

Mr. Symincron: I never knew they were operating one. 
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Hon. Mr. Howr: They had an organization ferrying planes for British 
government account. The British government changed the arrangement. It was 
nothing to do with Canada. 

Mr. JAcKMAN: That was done away with entirely? 

Mr. Syminoeton: It was done away by the British, not by us. 

Hon. Mr. Howe: The military took it over. I think, as a matter of fact, 
the R.A.F. ferry command: took it over from the C.P.R. 

Mr. JAckMAN: Mr. Symington, in the fourth paragraph, the first line, you 
say that passenger, mail and express traffic was close to the capacity of the 
air line. What was your percentage of occupancy or whatever figure you use? 
Mr. Symineron: I think our percentage of occupancy was 89 per cent. 
Mr. JAcKMAN: 89 per cent? 

Mr. Symineton: I think so. 

Mr. JACKMAN: That is extremely high. 

Mr. Symineton: I am sorry, it is 84. That is really 100 per cent capacity 
because where you are dropping somebody from Vancouver at Lethbridge and 
you have to pick up all the way along the line if you do not have a passenger 
between two points that comes off your occupancy. 

Mr. JAcKMAN: This figure is higher than the average of the trans-continental 
lines in the United States? 

Mr. Symineton: No, I do not think so on their figures for 1944. We were 
always higher but since the war down there I think they are equally as high 
or higher. 

Mr. JACKMAN: Have you any figures which could be given to the committee 
indicating the regularity of air service? For instance, if one is going west one 
has to allow a day extra to make sure you are going to keep your appointment. 
I find it that way, and I think that is pretty general. Have you any figures 
showing how often you hit vour time table? 

Mr. Symineton: We have month by month but, of course, our performance 
is much better since we got the alternative route by Windsor through the 
United States. But there is a great change this fall. 

Mr. NicHotson: How often do you use that route? 

Mr. Syminetron: Last month I think we used it twenty times. It was a very 
bad month north of Lake Superior. 

Mr. JAcCKMAN: That is going down to Minneapolis and Milwaukee? 

Mr. Symineton: Through Milwaukee into Winnipeg. 

Mr. Nicuouson: How is the time between Montreal and Winnipeg via the 
United States? 

Mr. Syminoeton: It is a little longer but not very much. 
age Mr. JAcKMaAN: Do you have to pay anything extra apart from the landing 
Tee? 

Mr. Symineton: No. 

Mr. JAcKMAN: Is there any comparable route for the Americans? They 
would have no use for it? 

Mr. Syminecton: They have comparable routes. They fly over Ontario and 
they fly over New Brunswick. 

Mr. JACKMAN: Is Canada much more difficult to fly over because of weather 
conditions than the border states? 

Mr. Symincton: I would think so. The difficulty in the northern Ontario 
region is that the wind blows up from the south, hits the cold waters of Lake 
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Superior and seems to form very heavy wet clouds for a while, or in cold weather 
the kind of thing that approaches catastrophic icing. For instance, in the 
northwest prairies a storm may be just temporary and pass over. Then it hits 
the lake and the cold water and our whole northern Ontario area is covered 
by this bad flying weather. That is one thing plus the character of the ground 
there. There is so much water and muskeg that it is a bad flying area, difficult 
air fields. 

Mr. JackMAN: I have heard it said we have not been able to get certain 
new instruments on account of military necessity during the war. Are there any 
instruments which are likely to be available to us which will make it possible 
to fly during bad weather? 


Mr. Symineton: I hope so. As a matter of fact, we are now engaged in 
blind approach landing tests, but it is a question whether we will ever get a 
complete blind landing. I think we will. When I do not know: / ltris- avery 
extraordinary performance, very dangerous and difficult at the moment, but it is 
on its way. On the blind approach landing you can lower your ceilings consider- 
ably and increase your percentage of performed operations a good deal, but 
naturally you have got to train your people for it. You have got to have your 
radio equipment and you have got to have wider runways. 


Mr. Jackman: Do they use this blind approach landing in the United 
States or other countries? 


Mr. Symincton: They are in the same position as we are. I think we 
are doing a little more than they are. I think in regard to these scientific 
matters we have always been a little more progressive. The T.C.A. are ahead 
on most of them. They certainly are not ahead of us. 


Hon. Mr. Howse: It is in the development stage. I do not think it is used 
commercially. 


Mr. JackMAN: How low can the ceiling be before you cannot bring a plane 
in under present instrument facilities? 


Mr. Symincton: Well, three hundred feet is our absolute minimum. I 
think with blind approach landings you will get that down to one hundred feet. 
Then if you get a complete blind landing your problem is solved and you can 
make an engagement to be there at a certain time and be there. 


Mr. JACKMAN: Were you going to give us some figures on the adherence 
to schedules? , 


Mr. Syminaton: Ninety-five per cent of all schedules were completed in 
1944. 


Mr. JaAckKMAN: You mean you were on time on take-off? 


Mr. Syminaton: No, that does not mean necessarily that we arrived on 
time, but they were commercially flown. I cannot give you the figures now 
but there are a certain number routine. That is on time. There is a certain 
eroup from 5 to 30 minutes late, and then 30 to 60 minutes late. That is the 
way they are classified. I cannot give you now how many were 5 minutes 
late and how many were 30 minutes late. 


_ Mr. Jackman: Suppose we give you a couple of hours. One does not 
mind that so much but it is when you have to stop over-night at North Bay 
or Winnipeg or some place like that that it really disrupts the service. 


Mr. Symineton: That is true, but then you cannot beat the weather. 
There is no use trying. There is no use telling people you can because you 
cannot. The test is what has happened to your passengers. 


Mr. Reto: Have you your own meteorological service? 
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Mr. Symineton: We have our own meteorological department. Of course, 
it cooperates with the meteorological service of the dominion government but 
as to meteorology we have our own people in it, of course. 

Mr. Hazen: In the statement Mr. Vaughan made to this committee on 
the C.N.R. he said: | 


“I feel it is necessary, however, to sound a note of caution. It is 
probable that with the war emergency over traffic will recede from its 
wartime levels.” 


Do you feel that any vote of warning should be sounded in connection with 
the post-war business of Trans-Canada? Do you expect there will be any 
recession from wartime levels? 

Mr. Symrneton: Not a recession from wartime levels because we never 
did reach what we could have done had we had the equipment. Really I 
cannot see the optimist who tells you that everybody is going to fly. I wonder 
who is going to work, but when you ask me whether or not peace time flying 
will be as great as we had in war I will say “Yes, I think it would be at least 
double because we could not furnish the facilities.” We did not have them, 
but when they talk about increasing ten and twenty times frankly I do not 
see it, and I hope I am not a pessimist. There is no word of caution necessary 
in so far as the immediate future operations of T.C.A. are concerned. 

Mr. Hazen: They propose to double, but here we are not talking about 
doubling the capital stock, but rather of increasing it by four times. 

Mr. Symineron: But you are talking about an entirely different thing. 
We are talking about a complete new inter-ocean service, you see. Let us 
not have any doubt about this. I am discussing here the domestic airlines. 
When you come to the international, of course you need—why $25,000,000 is 
nothing, nothing at all, in this game. There is not an airline in the United 
States which has not increased its capital spending by: at least $100,000,000, 
not $25,000,000. If you could see the money that is being expended in this 
international game, it would give you pause. It gives me pause. Certainly I 
am not going to spend money the way those fellows have been spending it. 
When you look at their balance sheet, I am not in the same class with them. 

Mr. Hazen: I suppose on the money you spend you want to be able to 
make a return; that is your policy? 

Mr. Symineton: That is my policy. 

Mr. Hazen: And money spent at that rate would be bound to show a 
deficit, no matter how you look at it? 

Mr. Symrineton: Exactly. 

Mr. NicHotson: On the basis of the results you have obtained during 
the war period, and are obtaining presently, do you anticipate that you will 
have a considerable increase in air travel? 

Mr. Symineron: Yes, there will be considerably more. 


Mr. Nicuotson: Do you expect that that will be more than double the 
peak during the war? 

Mr. SymineTon: Yes, on your domestic air. The older people may perhaps 
hesitate, being a little slower—although it is surprising the number of old 
people we carry—but the young people want to travel by air; and when they 
have some place to go to they want to get there. 


Hon. Mr. Howe: There is no doubt that when the new equipment arrives 
it will be found that a lot people want to travel by air. Certainly I can say, 
speaking personally, that I much prefer to travel by air. If I have to go any 
distance, I certainly prefer to travel by air. 
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Mr. Nicnouson: And you think that this increase in air travel will have | 
an effect on rail travel? 

Mr. Symineton: Of course. 

Mr. Hazen: Perhaps that is one reason why Mr. Vaughan sounded his 
note of caution. 

Mr. Symineron: It may be; but just take the Montreal-New York— 
Colonial, away before the war were right up against it with 2 or 3 frequencies 
a day; to-day they are running 19, and you cannot get seats; and everybody 
flies. The trains are out in that particular line. 

Mr. Harxness: It’s looks bad for the C.N.R. 

Mr. SHaw: On page 7 there is a reference made to revenue passengers, 
which would indicate that there might be non-revenue passengers. Will you 
give us some details of the percentage of increase? I was going to suggest 
that you might later include a statement as to those who travel on a non-revenue 
basis. 

Mr. Symineton: I can give you the full list. Fuirst, might I say that 
there are no passes. 

Mr. Suaw: Not even to employees? 

Mr. Symincton: Trips, but no passes. To T.C.A. employees on business 
or vacation, 1,602; dependents. T.C.A. employees, 555; employees of the 
Department of Transport on business, 268; furnishing transportation to the 
press, Canadian Broadcasting Corporation, ete., 16; employees of the post office 
department. on business relating to the air mail service, 10; employees of other 
airlines, 15; total, 2,466. 

Mr. Rew: Nothing about giving transportation to members of parliament? 

Mr. Symineron: And those are all on “space available” basis; that is, 
if there are passengers they cannot go. 

Mr. Suaw: Would these Department of Transport employees travelling by 
T.C.A. be paid for by the department? : 

Mr. Symincton: If they are on business they do not pay. 

Mr. Nicnoison: Just referring to the observations Mr. Reid made, when 
you get your new planes some revision of the Railway Act might be made so 
that the privilege of travelling on planes might be extended to members. 

Mr. Suaw: And if you are going to consider that, then I suggest that 
members coming from the western provinces should be given a priority. 

Hon. Mr. Howe: And then you would have members week-ending in 
Vancouver every week or so. 

Mr. Suaw: If you were to give us two trips a year, we would be satisfied. 

Hon. Mr. Howz: Members get paid for two trips a year, and can spend 
it on the airlines if they want to. 

Mr. Suaw: We cannot do that, we have to travel by train in order to get 
that. 

Hon. Mr. Hows: No, you can travel by airlines Just as well, if you want to. 

Mr. Jackman: Refering to paragraph 9, the second from the last on 
the first. page, is there any line in United States converting war types of planes 
to passenger or commercial use, especially to passenger use? 

Mr. Symineton: Oh, yes. 


Hon. Mr. Hows: We are doing a big business here in Canada by converting 
planes for other lines. 


Mr. JAcKMAN: For American lines? 


Hon. Mr. Howse: Other lines; American, British, French, Norwegian, 
Spanish and so on. 
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Mr. NicHotson: How many passengers will this type of plane carry? 

Mr. Symincton: ‘They are designed to carry 21. 

Mr. Nicnotson: And how soon are they to be available? 

Mr. Symincton: To start November 1, on the New York run. 

Mr. NicHotson: You mentioned the flight from Edmonton to the Pacific; 
will that be a direct route to Vancouver? 

Mr. Symineton: I do not know that. We have not filed on that, but I 
think it is a logical main line development myself ; the government may or not 
agree with my view. I do not know. 

Mr. Nicnotson: Are there landing fields in between? 

Mr. Symrineton: I have not gone into that yet. We have only got the 
rights as far as Edmonton so far. 

Mr. JACKMAN: What is the cost of converting the planes for use by the 
T.C.A. as passenger planes? 

Hon. Mr. Howe: You mean the Dakotas? 

Mr. Jackman: It says here, “Following the decision of the Canadian 
Government to undertake the manufacture in Canada, of a Douglas DC-4 type 
of four-engined aircraft engineered to meet special requirements, Trans-Canada 
Air Lines, as the intended user of the equipment, has maintained close liaison 
with the manufacturer and its designes.”’ 

Mr. Symineron: That is not conversion, that is new planes. 


Mr. JACKMAN: And may I ask in regard to them, what is the relative cost 
of producing a Douglas DC-4 in Canada as compared with purchasing it from 
an American plant? Would it be cheaper? 

Mr. Symrineton: It certainly would be cheaper. I just, out of necessity, 
would like to call your attention to what this thing means. I had to consider 
within the last few days, within the last week, the purchase, or the possible 
purchase, of consglation aeroplanes— ( Constellation ) 

Mr. JackMAN: That is the Douglas DC-4? 


Mr. Symineton: No, that is Lo heed; and purchasing some of them is a 
temporary measure, purchasing them from the United States, and the United 
States price on that plane was $775,000. When I came to figure out what it 
was going to cost me, it was going to cost me $1,262,473. 

Mr. JACKMAN: I suppose that is because of duty, taxes and exchange added? 


Mr. Symineron: Duty, taxes and exchange; and $42,000 of modifications 
—nhamely, more powerful heating plant for this climate. This is what we have 
been up against right along, you see in comparing us with the United States 
costs—which means that if I bought that plane, or ten of them (as I would have 
had I’ bought any) I would have had to have written off against operating 
expenses per plane each year $124,732 more than my competitor in the United 


States would have had to have written off. Of course, 1f we could build that 


plane in Canada we could build it for about half that cost or less. 
Mr. Hazen: Are the Douglas DC-4’s being manufactured in Canada? 
Hon. Mr. Howe: Yes, they are in the course of manufacture. 
Mr. Hazen: Who are manufacturing them? 
Hon. Mr. Howe: Canadair Ltd. at Montreal. 
Mr. Hazen: How many do you expect to take delivery of? 


Mr. Symineton: Well, I don’t know. I have ordered 20 and have a call 
on 50. 


Mr. Hazen: What do they cost? 
Mr. Symincton: We don’t know yet. 
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Mr. Hazen: What is the life of a plane of that kind? 

Mr. Syminaton: Well, when you get talking about the life of a plane, the 
depreciated life—we depreciate them in four years or five years; but your 
obsolescence in a fast moving, fast changing line, the fastest moving and fastest 
changing line in the world, may be terrific. 

Hon. Mr. Hown: We are operating planes we bought in 1936. 

Mr. Hazen: What would be the life of one of these Douglas planes? How 
long would you use it if you could not get a better one? 

Mr. Symrncton: I cannot answer that. What I can say is that we depre- 
ciated it in our accounts in four years, but we would expect to use it for six 
or seven. : 

Mr. Hazen: When do you expect to know the cost of them? 

Mr. Symincton: We have a general idea, but we will not know until the 
plane is completed. 

Mr. Nicuotson: Did I understand the minister to say that we were still 
using planes that were made in 1936? , 

Hon. Mr. Hown: Yes, they were made in 1936, or 1937. 

Mr. Hazen: When do you expect to receive the first of your new planes? 

Mr. Symrncron: I am hoping, December 1, 1946. I may be over-optimistic. 

Mr. Suaw: And where did you say that these are being built in Canada? 

Hon. Mr. Hows: At Canadair Limited, Cartierville, near Montreal. 

Mr. JacKMAN: This plane we are making 1s the Douglas DC-4? 

Mr. Syminacton: To give its correct designation, the Douglas DC-4-M. 

Mr. Jackman: And how much are they going to cost us? 

Mr. Symincron: That is what I say we cannot tell exactly yet. 

Mr. JackMAN: But in any event it is safe to assume that the price is going 
to be lower than the price of the same plane bought in the United States if 
we have to add to the purchase price the duty, sale tax and difference in 
exchange? 

Mr. Symincron: I would expect it to be considerably lower. 

Mr. JackmMAN: Do you think the aircraft manufacturing industry in Canada 
can compete on a cost basis considering the limited volume we are likely to 
have as compared to the United States? 

Mr. Symineton: I would not say that, but there are other factors which 
enter into it. For instance, there is the cost of the conversion of the plane 
to Canadian conditions. Another thing, I am not going to try to compete with 
the United States in 100-passenger plane types. We haven’t got anything like 
the population. In my opinion the volume of traffie we have here will be better 
served by the 40-passenger type of plane; that with speed, 1s, from our stand- 
point, what we need, and will serve our purpose better than the 100-passenger 
models: and, as I say, my reason for that view is that we have not got the 
density of population. Now, in that estimate of the situation I may be wrong. 
But I would say roughly that we can build the 40-passenger type of plane 
in Canada at about the same figure as we could have it built in the United: 
States, and certainly if we had to pay duty and other charges, we should be 
able to build it for ourselves a lot cheaper. 

Mr. Rew: What would be the cost of the larger type of plane which you 
are intending to use on your overseas runs? 

Mr. Symineron: The type of plane we are building for that purpose is 
the one which has a cruising range of 3000 miles or more, they have to make 
long hops over the ocean, and that is an operation which 1s somewhat different 
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from one where you have a chance to land every 100 miles or so and refuel 
and service your plane. On these long hops you have to carry a tremendous 
weight because of the quantity of fuel and other items that have to be carried. 

Mr. Jackman: And the fact that volume does not enter into the picture of 
aircraft production as it does in the production of motor cars, for instance; 
consequently, in your opinion, planes could be built here at or below the cost 
at which they could be built and brought over from the United States. 

Mr. Symincton: May I correct that, for less than we can buy them in the 
United States—volume certainly plays a large part, undoubtedly it does. 

Mr. JAckMAN: How much is the duty on a plane going to be? 

Hon. Mr, Hown: I think it will work out at around 35 per cent for all ordin- 


ary purposes. 


Mr. Hazen: Where do you get your engines from? 

Mr. Symineton: The engines for use on the Canadian planes are the Rolls 
Royce, which are of course brought over from England. You see, we combine 
what we consider the best design in the plane with the greatest power in the 
engine, and our craft are unique in that respect. 

Mr. JAckMAN: Would you not speed up the supply of new planes for T.C.A. 
if you take some of these reconverted planes that you were speaking about a 
moment ago— 

Mr. Syminecron: All our converted planes are two-engine machines for use 


on our domestic lines. These four-engine machines are the ones which have the 


3,000 mile range. There is no conversion in connection with them at all. 


Mr. Jackman: But we are talking about more reconverted planes for the 
Canadian service? 


Mr. Symineton: We are getting them from the R.C.A.F. and converting 
them for use on our mainline service; they are the Douglas DC-3’s. 


Mr. JACKMAN: That is what are called Dakotas? 
Mr. SyMINGToN: Yes. 
Mr. JAcKMAN: And I presume the cost of converting them is lower than 


- would be the case if you were to build new planes? 


Mr. Symineton: Yes, I think they will be considerably cheaper. Up to date, 
particularly in the United States, the converted planes have cost as much as 
new planes. The conversion job in a plane is a whale of a job because there are 
so many interlocking parts that when you come to change one part it affects 
others and the result is that you find yourself facing a pretty expensive problem. 
But there is no doubt that it will be cheaper, particularly with the number 
that we are going to do. What is more important, we at least can get them and 
we cannot get any new planes. One of the members asked something about 
what these C-47 planes were like that we are converting. I-rode up here to 
Ottawa in one of them just the other day and we brought along with us the 
president of Chile. It is a very fine plane, a very handsome plane, and_a very 
comfortable plane; and it cost us less than a new plane. The next one will cost 
less than that one, because the first always costs more. Our theory is that these 
planes will do us until there is a new design of a more satisfactory and more 
economical type of two engine plane, which does not exist anywhere in the world 
to-day; one that will meet the requirements of certain types of operation. The 
DC-3 was the greatest advance in aeroplane construction ever made to date, 
but it will only hold its place until the drawing boards turn out a plane—which 
they all have on them—which will compete favourably with it in range, cost of 
operation, and so on, and that cost of operation will have to be away below 
what the DC-3 is. It is bound to come. 

Mr. Harkness: But so far as you are concerned you will be able in that 
way to get a fairly cheap plane suitable for domestic use? 

48287—3 


208 STANDING COMMITTEE 


Mr. Symincron: Yes. I would not like to say how cheap, but cheaper than 
we can buy a new one. Yes, I would think so, and it will all be spent in the 
country. 

Mr. Harkness: And is the C47 a Dakota? 
Mr. Syminaton: Yes, it is a Dakota. 
The CHairMAN: Are there any other questions, gentlemen? 


Mr. Jackman: In connection with the paragraph to which you just referred, 
do you pay any royalties on these DC-4’s? 
Mr. Symincton: Yes, Douglas gets a royalty on it in the agreement with 
the Canadian government. 

Hon. Mr. Howe: We could not possibly design a 4 engine transport plane 
and go into production on it ourselves; it is much cheaper to buy the design and 
modify it than rather than to start from scratch. 


Mr. JACKMAN: What is the royalty basis, do you recall? 

Hon. Mr. Howr: No. I do not recall the terms exactly, and I thought them 
reasonable. 

Mr. JACKMAN: I presume it is a percentage on cost? 


Hon. Mr. Howe: No, it is a flat sum, plus something—I don't recall the 
details at the moment. 


Mr. Hazen: On page 6 you show the result of operations, and I observe there 
that while your revenue is up your operating expense is also considerably higher 
and that is so despite the fact that there is an increase of almost $1,000,000 in 
your operating revenue. Could we have an explanation as to that? 


Hon. Mr. Howe: I think Mr. Symington could explain that; last year we 
had a major repair job on these planes, the increased cost of labour and materials 
incidental to that repair work was the principal factor in raising the item of 
operating expenses. It was a major maintenance responsibility. 

Mr. Symineron: I can answer that. 

Mr. Hazen: In spite of the increase in revenue of practically $1,000,000 this 
year, there does not seem to have been any reduction in operating expense. Is 
that accounted for by the increase in wages and cost of materials? 

Mr. Symrncron: For 1944, yes; particularly in relation to the rise in 
material costs and wages. We had to get most of our parts and equipment from 
the United States, and there is no ceiling price on things of that kind and there 
is a very heavy demand added to that. I have it here, our wage increase was 
$400,000 for the same number of people, and our material cost was up by 
$465,000. And, as the minister has said, the big reason behind all that was that 
we had a major overhaul to do, what we call a number seven overhaul; which 
means rebuilding the wings and struts—practically rebuilding your plane— 
which used up a lot of materials and a lot of labour. We got the advantage, of 
course, that we prolong the life of the plane and therefore your depreciation 
charge goes down. But the item of expense, as I say, to answer that question, 
would be a million dollars. When I first saw it it appeared to me to be too high 
but when I went into it I found, as I said, that wages had increased $400,000, 
materials were up $460,000; and in addition to that was the training expense 
for new personnel, the expansion over 19438, and that cost us $235,000; and so 
that makes up the million dollars in added expense there, practically ; and that 
is the way it came in. I do not like to see in this or any operation where we are 
doing a million dollars more business and making less money than we had 
the year before. 


Mr. JackMAN: Did you apply for an increase in rates? 
Mr. Symincton: No, we did not apply for any increase in rates. 
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Mr. Nicnotson: What has happened during the eight months of the 
present year, has your ratio remained about the same? 


Mr. Symineton: We are doing better this year. 


Mr. JACKMAN: Why did you not apply for an increase in rates when you 
saw your margin disappearing, particularly where an increase in your rates 
would not cause any increase in the cost of living? 


Mr. Symineron: As it has been pointed out on many occasions, Mr. Jack- 
man, this operation could not possibly make any more money unless we extended 


- our mileage and in that way got an increase in return. Unless we extend our 


mileage we do not get any increase in return and we do not make any more 
money. We are not supposed to make money, we are supposed to do the job 
as cheaply as possible and not make money. You cannot make money under the 
agreement as it stands at present, because the minute you make a profit down 
goes your mail rate. As we went along adding new mileage to our routes we 
showed a rising income figure. Last year there was no practical increase in our 
mileage and we had to expend.a lot of money overhauling our equipment, as has 
been explained. We have reached our maximum. We are not earning any 
money from new territory. 


Mr. Jackman: JI wonder if anyone from the Department of Transport 
could say whether any of the private lines asked for an increase in rates owing 
to this unusual rise in the cost of wages and materials. 


Hon. Mr. Hown: I do not know whether they asked for an increase on 
account of those factors. They have their postal rates fixed under the mail 
contracts, possibly they asked for an increase in mail rates. 

Mr. Symineton: There was no control over passenger rates, although a 
board has now been set up. 


Hon. Mr. Howe: There is now. 


Mr. Symineron: Yes, there is now, but the board has only recently been 
appointed. 


Mr. JACKMAN: The passenger rate could have been raised without in any 
way affecting or causing any increase in the general cost of living. 

Mr. Rem: On the same page, page 6, I notice that the 1944 rate of com- 
pensation received from the post office department for the carriage of air mail 
was 42-03c per plane mile as compared with 42-90c¢ in 1943, 45:57c¢ in 1942, 
48-16c in 1941 and 60c in 1940: then over on page 7 I notice that passenger 
revenue per revenue passenger was $28.41 and per revenue passenger mile 5:°28ce, 
as compared with $30.04 and 5-37c respectively in 1943, or it was a little lower 
in 1944 than it was in 1943. 

Mr. Symineron: You see, in this statement we have the operating net; 
we get paid according to the number of miles we fly, not according to the 
amount of mail we carry at all. As we put in no new mileage last year we did 
not get any more payment from the post office, it was just the same. We 
carried a little more mail for the same amount of money and the cost factor went 
down although the revenue factor was a little larger; but it did not matter 
whether we carried a thousand pounds of mail or one pound, we get paid for the 
plane miles we fly. 

Mr. NicHotson: Are you working out a new arrangement with the post. 
office? I understand you are. Could you tell us something about that? 

Mr. Symrineron: I do not know that I could, Mr. Nicholson; we have had 
some discussions with the post office. 


Mr. Nicuotson: And that will be-based on the result of the experience you 
have had in the past? 


Mr. SyMINGTON: Yes. 
48287—31 


210 STANDING COMMITTEE 


Mr. Nicuotson: And have you been able to reach any decision yet as 
to what would be a more satisfactory arrangement? 

Mr. Symincton: Well, the matter is under discussion at the present time 
and I would not like to say more than that at the moment. 

The CHamRMAN: Well, gentlemen, it is 1 o’clock; and, perhaps with the 
approval of the committee, we could meet again at 4 o’clock and possibly take 
up the balance sheet item by item. | 


The committee adjourned at 1 o’clock p.m. to meet again at 4 o’clock p.m. 
this day. 


AFTERNOON SESSION 
The committee resumed at 4.00 p.m. 


The CuHamRMAN: Questions were being asked on the report given by Mr. 
Symington. Perhaps there are a few more questions and then we can go on 
with the balance sheet. 

Mr. JackMAN: I wonder if Mr. Symington can tell us on page 6 which of 
these routes and services are paying for themselves and which are still running 
at a loss? 

Mr. Symineron: Which do you mean? 

Mr. Jackman: Under routes and services; there are seven of them outlined 
there. 

Mr. Symincton: They are really all one. 

Mr. Jackman: You do not have a breakdown of the cost of individual lines? 

Mr. Symincron: I should not think so, no. You see the operation is a 3,900 
or 4,000 mile operation with the only real side line being Lethbridge, Calgary, 
Edmonton. I think that is the only one that you might say is a little bit detached 
from the others. The Halifax-Sydney operation, of course, is a part of the 
circular run to Halifax and back to Moncton, and so on. 

Mr. Jackman: This morning you did say something about St. John’s, 
Newfoundland. 

Mr. Symrincton: On the question of space St. John’s, Newfoundland was 
very heavily patronized, particularly in the army days. It was full up. 

Mr. JacKMAN: Will that have enough traffic to show a profit in the future? 

Mr. Symincron: I think it will undoubtedly have enough for one operation. 
We are running two now and they are still full. 

Mr. JacKMAN: Two a day? 

Mr. Symrinctron: Two a day, but if it falls off we will reduce it to one, 
but it is a very well patronized line at the moment. | 

Mr. JackmMAN: How does the passenger rate of 5-28 cents on the average 
compare with American rates? I noticed there was an article in the Saturday 
Evening Post a few weeks ago on “What We Want Is A 3 Cent Air Line.” 

Mr. Symincton: I read that with great care and I had a conversation 
with Mr. Smith about it. He is looking several years ahead. He is a great 
optimist. He thinks he is going to carry most of the people in the United 
States by air and not by rail. He is a tremendous optimist and a very far seeing 
energetic man. With respect to a comparison with the present rates as between 
the United States and ourselves we figure they are just about the same, but 
they are based on different principles. As you know we have air travel cards 
under which we give a better percent discount to holders of air travel ecards 
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who make a deposit, and they must have a certain number attached to a card. 
It was originally to promote the idea of air travel, building it up in a country 
where it was not known. We also give a 10 per cent reduction on return fares. 
They have no discount, no air travel cards, and while their quoted rate is a 
little below ours as far as we can figure there is very little difference by the 
time you take the thousand air cards that are out in Canada plus the return 
fare discount. There is very little difference between them. If anything I would 
say we were a fraction of a cent higher. 

Mr. JACKMAN: Can you make any comparison between the effective air 
mail rate in Canada that is paid you by the post office and the rate in the United 
States? 

Mr. Symineton: I can only make you this comparison. Under the American 
act the rates are fixed by the civil aeronautics board. The post office have nothing 
to do with it, the government has nothing to do with it, the air line has nothing 
to do with it. When I say that I mean that any one of them can complain to 
the board. Under the Act they are directed to give a rate which will allow 
cost and a reasonable profit over the whole operation of any line which is 
reasonably well operated. This is in comparatively recent times so that we can- 
not quite see what the result is yet, but I was looking over the rates they pay 
and on the big air lines which have been more prosperous through war carriage 


_ they reduced their rates down to something like 34 cents per ton mile. It has 


now been raised. They decided they were wrong and it has been raised as a 
temporary measure to 45 cents per ton mile. That applies to the four big air 
lines. Then when you get into the smaller ones they run all the way up to 
$2 and $3. It depends upon what the board allows them in the area they 
operate, what they require to permit them to operate at cost plus a fair profit, 
and the board sees they are reasonably well operated. | 

So it is a very difficult thing to compare. There is not any doubt that on 
the big air lines the air mail rate is lower than ours. Take, for example, the 
run between Boston and New York. I think there are now something like 80 
frequencies a day with the four lines running them. With an average spread 
over each plane where they can put 300 or 400 pounds in each they carry a 
tremendous tonnage of mail and yet it is small enough not to interfere with 
their capacity to carry passengers and other cargo whereas it is a different thing 
where you only have two or three frequencies and you have to take 1,200 pounds 
of mail and take passengers off in order to carry it. A comparison really cannot 
be very satisfactorily made, but I would say with their tremendously large 
cities, and the large volume of mail they carry, that their rates are lower than 
ours. 

Mr. JackMAN: I suppose we are leaving the post office contract until later 
on? 

Mr. SymincTon: I presume the post office contract comes up under the 
new bill. ‘ 

Mr. Nicuoison: Air mail has priority over passengers? 

Mr. Symineton: Yes. That is one of the things that also comes under the 
bill. They not only have a 1,200 pound priority but they control the times we 
can run which is a great disadvantage because they always want a midnight 
flight to clean up the late postage of mail. That destroys our passenger business. 
People will not travel and get home at 4, 5 and 6 o’clock in the morning. If we 
were running that show—I will go into this on the bill—we would. have a plane 
leaving Montreal at 4 and getting to Toronto in time for dinner and Windsor 
in time for bed. People will not travel when they are going to get in at 
3 or 4 o’clock in the morning. All these things come of necessity into the 
question of higher mail rates. 
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Mr. Rew: What would the effect be on the system from a financial point 
of view if you were not carrying air mail? 

Mr. Symrnaton: I do not think we could operate successfully without it. 
It is a steady filler load. 

Mr. Rei: You do not visualize in the future the use of mail planes alone 
in Canada? 


Mr. Symincton: Of course, you cannot form a conclusion on that. That will 
be a matter of trial and error. If, as some of us expect, some day all first class 
mail will be carried by air it may be then that you will have special mail ships. 
I do not think you would ever have special mail ships to carry it all. You would 
want to leave some leeway to fill in on the weight you could carry in your other 
planes to contribute to the cost, and get your full load wherever you could. 

Mr. Rei: Personally I think all mail should be carried under the modern 
system, but I was wondering when that day comes if it would interfere with 
your present system of passengers and mail? 

Mr. Symineton: I cannot answer that. Of course, naturally if we put on 
mail planes and got a rate which would pay for it that would always leave us 
the ability to fill up full with passengers if we had to, but in an ordinary air line 
in ordinary times you do not expect to have 100 per cent passengers. On one 
trip you may and on the next one you may have 65 per cent or 60 per cent. We 
take that mail because the plane can lift it and take it. We put it in so as to 
try and get the maximum result out of the operation. 

Mr. Rew: The thought I had in mind was whether one could compare it 
with railroad operation. You have passengers and freight handled by railroads, 
and if one looks over the statement of a railroad one comes to the conclusion 
that were it not for the freight the railroads could not operate on passenger 
traffic alone. That is the heavy end of expense. I am wondering if the same 
situation has not already developed in the airplane whereby you are depending 
on freight, express or mail, and’ that the passenger is a dead loss? 

Mr. Symincron: No, not in the air. Your cubie space to fill is such that 
you cannot possibly carry anything except very high grade freight, and you 
would charge. for passengers, of course, per pound a great deal more than you 
can charge for freight. 

Mr. Rew: The thought of how you charge enters into it if you are depending 
on mail to carry on your operations successfully. Then how do you set the 
fares for passengers and the rate for mail? How do you differentiate? Which 
is paying and which is not? Which part is paying and which is not? 

Mr. Symineton: It would be difficult to demonstrate it to a nearer conclusion 
or a dollar and cents basis, but there is not any doubt that until you have 
sufficient mail to fill a plane plus sufficient passengers to fill a plane then there 
is an advantage in filling in the space which you can get up and get down with. 
For instance, it is obvious from the records of this company, I think, that when 
we started out about 80 per cent of oursrevenues came from mail because we did 
not have any passenger business. That has been reduced to 30 odd per cent 
because we have carried passengers. So that the two combined to work in 
naturally. It is a flexible operation. People, for instance, do not understand 
it when sometimes, depending on the weather partly, we have a heavy mail load 
and we refuse people space to carry them. The rest of the passengers get in and 
they see two or three empty seats. They say, “What kind of an airline is this? 
They would not take my friend so-and-so and here are three empty seats.” 
The answer was we had a mail load and we could not take a full passenger load, 
We had tto take the mail. | 


Mr. Nicuotson: You have not any leeway there? 
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Mr. Symineton: No, except weather leeway. In perfect flying weather 
perhaps we could have operated all full or with one vacant seat but where you 
have bad weather and are bucking winds, and all that sort of thing, or one or 
two air fields may be out, you have te proceed accordingly. 

Mr. Lockuarr: Cancellations are made because of air load? 

Mr. Symrineton: Oh yes. People have not understood that but that is a 
fact. If, for instance, we could run a plane and knew we were going to have 
every seat filled we could make money on it without the mail. 

Mr. McCuttocu: Very few people know that. 

Mr. Syminaton: I know that. 

Mr. McCuttocu: I think it should be put in the press. 

Mr. Symincton: It has been, and there have been articles, and I will bet 
[ have written thousands of letters on it to people complaining. 

Mr. Mutcu: I would suggest to you that it is not always as tactfully 
explained as it might be at your own airports. People are dropped. I have a 
concrete case in mind of a person who was dropped off and there were two 
additional empty seats. It is understandable if you know, but not only was no 
attempt made to explain it but so bad an impression was given that I have 
had considerable communication about it. I think you might stress that a 
httle more. . 

Mr. SymineTton: We have tried to, and we will try to again. Of course, 


the trouble is at the time the plane is leaving and people are being deplaned and 


you are trying to get new accommodation for them you can understand that a 
couple of people at the airport are busy and perhaps have not time or do not 
explain it as well as they might. 

Mr. Mutcu: It is hard to be good-humoured at 4 o’clock in the morning. 

Mr. Symincton: That is quite true. 

The CuatrrMAN: Any other questions? 

Mr. JACKMAN: Under the heading of equipment we were talking about the 
new plane that is coming on the service. In view of the fact that so much of 
the travelling on the T.C.A. is across Canada and by night is anything being 
done to allow you to stretch your legs out without bending the knees as you 
have to at the present time? 

Mr. Symineton: The new planes are much roomier. 

Mr. JACKMAN: It is very difficult to sleep in the present ones because you 
cannot stretch your legs out. 

Mr. Symincton: It is all right if your conscience is clear. 

Mr. JAcKMAN: It depends how tired you are. 

Mr. Symincton: They are much roomier. 

Mr. JACKMAN: It is not just roomier. If you get a seat right where the 
cross beam is— ) 

Mr. Symincton: There is no cross beam in these. 

Mr. JAcKMAN: No cross beam at all? That is too bad because on the 
present ones there is room to park your feet underneath and stretch right out 
without half sitting up. You can reach a real reclining position, not flat, of 
course, but on a real angle. Is anything being done because of our peculiar 
situation in Canada where so much of it is an all-night journey to allow one to 
have a full stretch out? 

Mr. Symineton: We have got the most comfortable seats that can be 


bought. They are the seats that are used on the best American air lines with 


some improvements of our own. 
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Hon. Mr. Howr: We will sell you a bed when we get our new planes. 
Mr. Mayvpank: Is that right? Are there going to be sleepers? 
Hon. Mr. Howe: I think so. 


Mr. Symincron: That remains to be seen. Theoretically if a person wants 
to go to bed he should pay double fare because you can only carry half as 
many people. It is a thing yet to be demonstrated but I would suspect, know- 
ine that it is only a one-night trip, that people with a good reclining chair, 
where you can stretch out at a pretty good angle with plenty of room, would 
probably sooner do that for one night than pay double fare to go to bed. If 
you have a bed it takes up more room and you can only carry half as many 
people. 

Mr. Rei: And if an accident happened most people would like to meet 
St. Peter fully dressed. } 

Mr. SyMINGTON: Yes. 


Mr. Murcu: How about your trans-Atlantic service? That will involve 
sleepers? 


Mr. Symrncton: That also still remains to be seen. My own theory at 
the moment is—I may be wrong and there is no finality about it—that we have 
an advantage over our very powerful friends to the south in that we can fly 
non-stop from Montreal to London over night and they cannot. 

Mr. Rep: Did you say from Montreal to London non-stop? 

Mr. Symincton: I would anticipate that we would get more traffic at a 
rate for sit-up passengers with a good stretch-out chair than we would get with 
double fares or two-thirds more or anything else for the purpose of going to 
bed for one night. I may be wrong. That is a thing you have to develop, but 
our first ones will be a reclining chair. 

Mr. McCuutocu: You cannot get sleepers going to New York today on 
the train. 

Mr. Symineton: No. 


Mr. JACKMAN: I am not suggesting double fare for a bed but it does seem 
to me that a good interior architect could design a passageway down one side 
part way and then down the other side for the rest of the way so that you could 
rest your legs on a foot stool or something of that sort. When you get your legs 
up you can sleep much better. I find you can. It is very tiring to have them 
dangling all night. 

Mr. Symincton: J am sorry you did not go into the plane used by the 
president of Chile and then you could have decided whether we have met your 
ideas. I might say that you can get a lot of money if you can improve them 
because it has been the subject of very serious study by at least fifteen or 
twenty firms in the United States all of whom will tell you they are the best 
designers of comfort in aircraft, send you beautiful pictures, and so on. How- 
ever, you generally find they cut your pay load down very much. They might 
suit a tall man and not a short man or suit a short man and not a tall mam. ~ 
It is not a subject that has not been given the greatest study by really expert 
designers. If any good designer can create one extra seat in an airplane so 
that it earns that much more money every day he is worth a lot of money. 

Mr. JAcKMAN: Some place reference was made to meals served by the T.C.A. 
that they were not quite up to the standards of corresponding American lines. 


Mr. Symineton: You take the longest trip you have of the T.C.A., you get 
your breakfast, and possibly also your lunch. It is called “lunch”, it is not a hot 
lunch, it is cold; and you get your dinner on some runs. The situation of course 
i that si the planes we are running there is not the accommodation to serve a 

ot meal. 
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Mr. Jackman: I read that some of the American planes have much better 
meals and a better variety than you serve on the T.C.A. 


Mr. Symineron: Well, the American lines have been using the planes that 
we are now getting which permits room to have a fairly good commissariat; and 
we have had to redesign the whole thing because of conditions of climate and 
temperature. A I say, with the equipment they have they are able to serve hot 
meals which we could not serve in Canada at all. 

Mr. Mutcu: The meals are free, aren’t they? 

Mr. SyMIneron: Yes. 

Mr. JAcKMAN: Free—well, you pay for them in your ticket. 

Mr. Symineton: Oh no, they are free. . 

Mr. Mayank: If you did not have them you would not expect to receive 
any cut in the bill for your ticket. 


Mr. Symineron: It all depends—it does not really matter—I receive lots 
of letters, I brought some of them with me, about our airline from operators of 
other airlines; and on this question of meals are letters from women who say that 
our meals are tastily served, neatly served; and one of them says that so far as 
she is concerned she prefers a good cold meal to a bad hot meal such as she gets 
on the American lines. 


Mr. JackmMAN: Oh well, maybe those are people who are only making their 
first or second trip by air. 


Mr. Symineton: These are from air travellers. Lots of them say that, that 
they prefer salads to a lukewarm hot meal. On the other hand you may run 
into somebody who prefers to have his meal hot, particularly dinner. I am not 
saying for.one minute that our meals are perfect; but I do submit that if you 
will go into these letters here, if you care to examine them, you will be interested 
in what they contain. Considering the facilities that we have at our disposal, 
the type of plane we are using, I think we are doing pretty well. 


Mr. JacKMAN: I might say that the last time I was in one of these places 
there happened to be an American talking about the situation in the United 
States. I was asking questions about comparisons with their own line. On some 
points he thought our facilities compared very favourably but one of the points 
of comparison where he thought we were deficient was our airport facilities, that 
they were certainly lacking in comparison with some of the American lines. I am 
not referring to the larger ones, but to the smaller centres. 

Mr. Symineton: I would agree with you perfectly from that angle of it, 
_ but if we were to go and spend anything like the same amount of money they 
have spent on those facilities— 

Mr. JACKMAN: Of course, a point comes up there; would our traffic justify 
it the same as the American traffic does? 

Mr. Symineton: No. I have not heard any complaints from any of the 
airline men who have gone over our airlines about that feature of it. What 
counts is how you handle things at an airport; and not the particular building of 
the airport, I mean the administration centre, it is the people who count in an 
airline. 

Mr. JAcKMAN: I would be a little critical of the housekeeping in some of 
these airports. 

Mr. Symineton: Maybe. I said that I wasn’t going to quote these things, 
but it is really quite extraordinary, the letters you get, and not letters from any 
one country or any one person. I do not know whether you gentlemen realize it 
or not, but there is hardly an air country that has not asked for the privilege of 
sending somebody to study T.C.A.’s operations—Holland, Belgium, Norway, 
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Sweden, Great Britain, Spain, Czechoslovakia—all of them experienced. people 
and.all write letters saying what they think about us and of the great service it 
has been to them; and these are all people who operated airlines long before » 
we did. 


Mr. Jackman: I think you could improve a little bit on some of the house- 
keeping around the airport stations. Sometimes the water fountains do not work. 
I recall that at Lethbridge the last time I was there there was trouble with the 
fountain and the water in the men’s room at Malton was out of order, full of air 
bubbles, bubbling all over the place you know. I understand they had some 
trouble with wells there. Generally, I think your housekeeping arrangements 
could be better. 


Mr. Symrineron: Well, I quite agree on that, and if we had— 


Mr. Jackman: I think if we had a little more routine inspection, some of 
these things would not occur. 


Mr. Symineron: That is very possible. I do not submit for one minute 
that the thing is perfect, perhaps some of that is my own particular fault 
because as I have always told you I do not want to operate a line at a deficit, 
and our people are trained that money counts together with courtesy. It may 
be that at Lethbridge, where I will admit that the station facilities are a combin- 
ation—a place for passengers and a hangar are all in one building, and the 
customs house officers, because it is an international port—that the accommoda- 
tions is not particularly good. It is a long way from town; it may be that the 
water did bubble up. Sometimes these things will happen and you cannot help 
them, particularly when you are operating out on the prairies some distance from 
a town. I do not say that in the way of excuse. It is not a very serious thing. 


Mr. Nicwoison: There will not be many casualties from that sort of thing. 
Mr. Symincron: No, there will not be many casualties. 


Mr. Hazen: From the report I note that you carried 156,884 revenue 
passengers in 1944? 


Mr. Syminctron: Yes, sir. 


Mr. Hazen: What percentage of the passengers carried suffered injuries 
through accident while being carried? 


Mr. Symincron: None, I think. I would say off hand, none. 


Mr. Hazen: What damage to equipment did you have as a result of accidents 
in 1944? 

Mr. Symineron: I will give you that: in 1944 in Winnipeg, January 28, 
there was a forced landing and the damage to the plane was $62,000. There was 
no damage to passengers. On February 9 at Kapuskasing, a plane taxied off 
the airstrip; no damage to passengers, $15,000 damage to the plane. April 17 
in Winnipeg— 

Mr. Mayspanxk: Taxied off coming down? 

Mr. Symincton: Yes. Belly landing, Winnipeg—$7,000. So there was no — 
damage to persons in 1944. 


Mr. Hazen: $84,000 damage to property? 
Mr. Symineton: $94,000. 


Mr. Emmerson: There is one item I would like to refer to here; unfortunately 
I was not in the committee earlier and so perhaps this point may have been 
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covered, but on page 1 you are speaking about international flights and proposed 
flights; I just wanted to know if there will be a direct flight from Halifax to 
Boston, or Halifax to St. John. 


Mr. Symincton: It will be over the water. Whether it will be a Halifax- 
St. John-Boston, or St. John-Halifax-Boston, will depend. Under the agreement 
we can land at as many points in Canada as we like, but we can land at only 
one point in the United States, and vice versa. I would expect though that that 
might well be a feeder, from Boston up into Newfoundland to connect with our 
trans-Atlantic flights. That is, as you know, a very short direct flight from 
Boston, along what is known as the great circle route. We had that in mind 
when we asked for that route. 

Mr. NicHoLson: You say that they can only land at one point? -How about 
that Winnipeg-New York route? 

Mr. Symincton: You can land at only one point for commercial purposes. 
You can land at as many points as may be necessary on account of emergencies. 

Mr. Maypanx: That means that you can only drop or pick up passengers 
at one point. 


Mr. Symrnaton: You are in bond all the way. 


Mr. Maypanx: You are in bond to your destination, and that would be 
e bi 
New York. 35 


Mr. Symineron: No, that is an alternative route. Ordinarily we would leave 
Winnipeg and run through Milwaukee and on down to Windsor and then to 
New York. . 


Mr. Maypanx: And you are in bond. I thought the question related to 
Toronto. 


Mr. Symrineton: No, to the New York run. 

Hon. Mr. Howe: We did that under the two freedoms agreement. It is not 
a commercial arrangement. 

Mr. Syminetron: You cannot do anything there, except to come down for 
gas and get up again. 

Mr. Rep: Then new landing fields would not be of any great assistance 
between Vancouver-Victoria-Seattle. Where do you land in Seattle? 

Mr. Symrincton: I do not know the name of that field, it is the field they 
all use. 

Hon. Mr. Howe: It is the municipal airport. 

Mr. JackMAN: Does T.C.A. have offices in C.N.R. premises? 


Mr. Symrincton: Not as a rule, although at Halifax the office is in the 
Nova Scotia hotel, just the same as the situation here at the Chateau Laurier. 


Mr. JAcKMAN: I notice that with respect to personnel you say, 

Total personnel of the Company, as of December 31, 1944, was 
2,790. Women comprised 33 per cent of all employees engaged in 
the domestic services, as compared with 35 per cent at the end of 1943. 
Thus, for the first time since the outbreak of war, the proportion of 
female employees showed a decrease. Women continue to perform with 

_ efficiency many duties within the Company, but they are being gradually 
replaced by men released from the air force and other services. 


Is it contemplated that there will be further reductions in your staff that way? | 
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Mr. Symincton: We hear a great deal about reduction of the number of 
women employed; naturally the rate of change is very great. I think that we 
are probably the biggest matrimonial bureau in Canada, and that makes it 
easier for us. But as a matter of policy, we are interested in a certain number 
of lines where we recognize their superiority; for instance, it is much nicer /to 
have a stewardess to smile at you when you get angry at being put off a plane. 
It is much more difficult to be angry when a nice looking girl with a pleasant 
smile faces you at a time like that. However, we are replacing everything 
with men, except for a few key positions of that type; and stewardesses, of 
course. 


Mr. Maypank: There has been a great deal of discussion about the 
superiority of men in some fields and women in others. We had a great many 
of them during the war at manual labour. What is becoming of them? Can 
they do a job of manual labour as well, or will it only be for an emergency 
such as war that you could use them. 


Mr. Symincron: In manual labour I think we figured they were perhaps 
costing us 15 per cent more. 


Mr. Maypank: In all these jobs around airports, however, they would 
not come up to the standard— 


Mr. Symincron: Not up to a good man. 
Mr. Mayspank: Yes—of the stronger sex. 
Mr. Symincton: Exactly. 


Mr. JAcKMAN: There are a lot of jobs that women can perform as efficiently 
as men, This talk of getting rid of women may not be so important after all. 


Mr. Symincton: We have a big job to do. There is the duty taking back 
our own people, our own men whom these women replaced, I suppose we have 
—J don’t know how many thousands of applications. Naturally, Canada is 
air-minded; it has had a lot of people in the air and they look for jobs. We 
are giving as many of these people jobs as we can, and in certain types of traffic 
positions, stewardesses, some stenographic positions, and even teletype positions, 
there will be women who have been trained and made very good, they will be 
retained. But I would say that our policy at the moment is, equal efficiency, 
we try to find a place for a returned man. 


The CuarrMan: Now, gentlemen, shall we go on to the balance sheet? With 
the other statements I think Mr. Cooper gave us the explanations. Would 
that meet with the approval of the committee, to have Mr. Cooper discuss 
the balance sheet, and then you can ask him any questions along with Mr. 
Symington. 


Hon. Mr. Howe: There is one thing to which I would like to call attention, 
and that is the capital of the air lines is represented by cash in the balance 
sheet. It is liquid position. There are not many balance sheets in that happy 
position. 
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Mr. Harris (Grey-Bruce): Rather a dangerous one, in respect of any appli- 
cation for a reduction of rates. 

Hon. Mr. Howe: It is a nice position to be in, anyway. 

Mr. Symineron: You have got to have that because of rapidly changing 


equipment requirements which force you to go out and buy equipment of a very 
expensive type. — | 


Mr. Harris (Grey-Bruce): Quite so. I entirely agree. 


Mr. Symineron: We have built up an insurance fund of $881,000 for our 
self-insurance, which has lowered our insurance rates even below what we can 
insure for outside. I have been very anxious to build up to a safe figure, because 
if we go to very large four-engine planes with 40 people in them, if anything did 
happen it would be very large affair. 

Mr. Rew: Does this cover the planes only, or does it include the passengers? 

Mr. Symineton: Both. 


Mr. Maypanx: Could you give us the total cost, in round figures, of your one 
bad crash, the one at Armstrong, a few years ago? 


Mr. Symincron: I don’t recall exactly what it was; of course, 1t was a 
complete plane, which costs us $185,000. At that time, however, we were 
insured and we did not have anything to do with it. 


Mr. Maypanx: But to-day it would be your responsibility? 


Mr. Symineron: Yes. $160,000, I think was the total amount of the claims 
settled as a result of that crash. 


Mr. Maypanx: And the plane? 


Mr. Symineron: And the aeroplane as depreciated, the depreciated value 
of the aeroplane. 


Mr. Maypank: That would be? 


Mr. Symincton: I think that was the total of the two, the total loss was 
$160,000. 


Mr. Maypank: That covered it all? 
Mr. SyMINGTON: Yes. 


Mr. Maypanx: And what did you say your insurance fund is now? 
Mr. Symineton: $881,000. 


Mr. Maypanx: You cannot have that kind of a crash very often with 
that kind of a fund. 


Mr. Symineton: - No. 
Mr. Murcu: Were all these claims settled, there were none outstanding? 


Mr. Symrncron: There were none outstanding. Two or three of them were 
fought by the insurance company and subsequently settled before they went to 
the Privy Council. 

Mr. MayvpanKk: They did get to the courts? 

Mr. Symineton: Yes, Mrs. Moss, I remember was a particular one. 

Mr, Jackman: Do you carry all your own insurance? 

Mr. Symineron: All except the planes when in the hangars, and the han- 
cars. We felt that our loss would be too great if a fire occurred in a hangar 
with ten planes. We have not yet felt justified in view of the prevailing rate 
of insurance in assuming that risk ourselves. 


Mr. Maypanx: If you had a complete loss of a 40-passenger plane it 
would make an awful dent in your insurance fund. 
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Mr. Symincton: It would, there is no doubt about that. But at any rate 
we have $881,000 saved up, and that is what we would not have had if we had 
not insured ourselves, and it is a nice backlog. 

Mr. Mayzpanx: [I Suppose $50,000 or $100,000 is not very much in the way 
of damages? 

Mr. Symineton: That all depends, of course, upon who is responsible for 
the accident, you see. At any rate, I hate to talk about these things—I may 
be superstitious in a way, if you like—but no airline in the world has had the 
_ record we have had, not any of them. 

Mr. Maypanx: You mean, from the accident standpoint? 

Mr. Symincton: No, not any of them. 

Mr. Jackman: I think you will find that the one disaster which you had 
was in relation to a line of your size much greater than losses on some of the 
commercial operators, some of the American lines, who have a much higher 
number of miles flown and consequently a higher percentage of loss; I suggest to 
you that possibly your ratio loss is greater than theirs is. 

Mr. Symincton: If anybody tells you that, they do not know what they 
are talking about; that is not so. 

Hon. Mr. Howe: It is not go. 

Mr. JackMAN: One substantial crash means more to us in a personal and 
property damage— 

Mr. Symincron: We have only had one crash in seven years. 

Mr. JAcKMAN: I realize that. 

Mr. Symineron: The leading American line had 8 in 6 months. 

Mr. Maypanx: That is what I was going to ask you about. Have you any 
other comparisons? 

Mr. Symineton: You can compare it with any line in the world ; there is 
not any question about it, none of them can show as small a loss ratio as we 
have. As I say, I hate to talk about it, because I always think something is 
going to happen if you start to brag about those things. 

Mr. Maysanx: Of course, not everybody else is as superstitious as you 
are, Mr. Symington. That is why these questions are being asked. 

Mr. Jackman: I sometimes feel that the extreme care of T.C.A. in not 
setting out if the weather is not pretty near perfect is one of the reasons this 
loss ratio is so low. That is merely a surmise on my part. 

Mr. Syminerton: Well, you may be right. I would propose to continue it 
if so. But I do not think that your conclusion is correct. If you want to know 
my reason for it, it is that at the initial stages and ever since, Trans-Canada 
Air Lines have spent more money per man training pilots than any other air 
lines. It gave the original pilot group a tremendously high standard and they 
were proud of it; and they have seen to it that the fellows who followed lived 
up to the standard. That is the reason, if you ask me. 

Mr. Maypank: We cannot afford to have any losses at all. The policy 
that has done so well should be kept up. 

Hon. Mr. Howe: Our operating ratio is as good as that of anybody, 95 per 
cent to 96 per cent. 

Mr. Jackman: What do you mean by operating ratio? 

Mr. Symineton: Completed trips, you mean. 

Hon. Mr. Howe: Completed trips, yes. 
| Mr. Symtneton: I can say to you that, having travelled through the sunny 
climes of the south, the operation of an air line in Canada is a tough propo- 
sition compared to what they have. 
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Mr. JAcKMAN: You have a very commendable record. 

The Cuamrman: Are there any other questions, gentlemen, on the balance 
sheet or can we proceed to the next table? 

Mr. Rew: What is this item of air travel plan deposits, $342,975? 

Mr. Symincron: With regard to these travel cards, they have to make a 
deposit. That is one advantage of the travel card. If you have a travel card— 
and I have one here—you can go into any airlines office in America or any 
place else, and if you produce that and give them your number, you can get 
your ticket. Yo do not have to have any money in your pocket or anything 
else. But in order to do that, every firm which get a travel card has to make 
a deposit so as to insure that those charged tickets will be realized on. That 
is the amount deposited under the air travel plan system. 

Mr. McCutuocr: Do these firms get a special discount of 15 per cent? 

Mr. Symincton: Yes, they get 15 per cent. 

Mr. Rerp: With reference to that item of investments in Dominion of 
Canada bonds would that be surplus of profits invested in dominion bonds, 
$749,062.50? 

Mr. Symrncron: That is theoretically, I suppose, profits. It is not so much 
profits as it is depreciation that we write off each year, off our planes, thus giving 
us cash which we invest until we buy new planes. 

Mr. Muren: Is any of your insurance fund invested in bonds? 

Mr. Symincton: Yes, all of it. Of course, the insurance fund is a separate 
fund, a trust; and the same way with the investment fund. 

Mr. Rew: What is the item of investments in affiliated companies? It is a 
small amount. 

Mr. Symtneron: To get into New York you have to buy a $100 share in 
the air field or something like that. It is that type of thing. Then there is 
a company that looks after meteorology or some of those things. But the 
whole amount is around $2,000; all the things you have to hold in order to 
operate, that is all. 

Mr. Jackman: I suppose in another year, after you get your equipment, 
there will be quite a change in the current position and the capital assets will 
be up substantially? 

Mr. Symincton: I expect that would be the natural thing. 

Mr. Rem: Is not that a large amount for salaries and wages at the end of 
the fiscal year for your company, $167,000? 

Mr. Symrncton; Which item is that? 

Mr. Reip: On page 11, salaries and wages. 

Mr. Symineron: Current liabilities, salaries and wages? 

Mr. Rem: Yes. 

Mr. Symrnoron: That is the current month; that is about all. 

Mr. MayBanx: What is the projection for an increase in wage costs in the 
next year, if you have estimated it? | 

Mr. Symincton: I do not know. 

Hon. Mr. Howe: It depends. 

Mr. Maypanx: I thought perhaps you had made some projection. 

Hon. Mr. Howe: It depends on the number of flights, depending directly 
on the number of aeroplanes we have in the air. 

Mr. Symincron: You mean wages? 

Mr. Maypanx: Lower salaries. 

Hon. Mr. Hows: Let us not discuss that. 
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Mr. .Maysank: I know it is not easy to discuss; but there is an upward 
tendency and I thought perhaps you were taking it into consideration. Maybe 
it is not desirable to answer that. 


Mr. Symineton: Oh, I do not mind answering it. I feel—in fact I know— 
that our salaries are below par. I know men we have got in our organization 
that have been offered double their salaries to go elsewhere. But they were 
in this company at the start and they have made it their life’s work ; and yet 
we do not want to take advantage of that. We naturally, desire to keep the 
same staff, people who are there a long time, in a high position, and to see that 
they receive fairly adequate salaries. But I tell every man that comes for a 
_ position that he must recognize—and this is one of the weaknesses of the system 
-- which you attack—that I do not think that salaries in a government company 
can ever be as high as in a private company. I think in the very nature of things 
they cannot be. 

Mr. Rei: How long would a pilot last, in number of years, in the service? 
How long would you reckon his efficiency would be 100 per cent, as far as 
age is concerned? 

Mr. Symineton: It varies a good deal with the pilot; but I should think 
with some of them, 15 or 20 years. 

Mr. Retp: 20 years? 

Mr. Symrineron: We take nobody new above 28. 

Mr, Rew: What happens after that? 

Mr. Symrincton: They get a ground job until their pension time arrives. 

Mr. Ret: Is there a superannuation fund? 

Mr. Symineton: We have a pension fund. We started that at the start, 
I am glad to say. 

Mr. Maysanx: Is it similar to the C.N.R. fund or better? 

Mr. Symrneron: Yes. It is a little better, but it is similar. 

Mr. Maypank: 5 and 5? 

Mr. Symincton: Yes. They can put in any amount they like. We match 
it up to 5. 

Mr. Maypank: You match it up to 5? 

Mr. Symineton: Yes. 

Mr. Maysanxk: Can they go any higher than that? 

Mr. Symineton: Yes. 

Mr. Mayspanx: The C.N.R. takes 10? 

Mr. Symincron: Yes. 

Mr. Maysanxk: But you take more? 

Mr. Symineron: Up to 10. 

Mr. Maysank: If the man wants to? 

Mr. Symincton: Yes. 

Mr. Maypank: And it rests at whatever the rate of interest is? 

Mr. Symineton: Yes. It buys an annuity for him at whatever is in his 
deposit. 

Mr. Mayzanx: Your rate of interest on that fund would probably be rather 
low, would it not? 

Mr. SYMINGTON: Yes. 

Mr. Maypank: On the long term? 

Mr. SyMINGTON: Yes. 

The CuHarrMan: Could we now turn to income account, statistical data and 
the other items? : 
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INCOME ACCOUNT 
Gross Revenue: 1944 1943 
Passenger fs Caimi cee raha N one ihe aug ar anay $ 4,456,767 45 $4,213,599 09 
Mable Bocce Ditone Gans oa neias eee tet Nec asaneeta aac 3,802,395 26 3,515,807 14 
Bxpress. Ase Fe ea ee eee BAe as goes 326,236 18 330,084 12 
Tixcens Baggage: sa. Pecsst: cae eco cement Weare toc) © Lees 50,279 72 60,078 97 
Tucidentali Services’: Guna eee oma eee he mone 1,679,262 55 1,259,931 19 
AAT RU Cope ray omar oie ran out Ty ert ee 7 $10,314,941 16 $9,379,500 51 
Operating Expenses: . : 
Aireraft Operation, Maintenance and Depreciation........ $ 5,213,447 62 $5,004,764 00 
Ground Operation, Maintenance and Depreciation......-.- 2,872,546 79 2,520,600 75 
Incidental Services. 32) 03 gy ive Bie ome eine in are 1,122,419 03 854,827 02 
Traffic and General Administration. ....-...++ssesrssrsees 813,541 24 572,904 24 
Pax ACOPIBIe eR oa loam sc enemnen ey atk ais craremeinas oi eles aioe 48,852 76 21,805 85 
$10,070,807 44 $8,974,901 86 
Tuterest: LnCOmie ct oni, mudere sien pee im eaten meh gees ela Credit 19,160; 969 OoeN ete eee 
Trcome: Chatrgescs. 0c. cs + ie omaha ee: Mea tel ieckns Cete a Gah eats 25,885 39 26,709 78 
Interest ‘on’ Capital Invested. . 25. «Wier: 4 hs ist Peels ieee 230,000 00 230,000 00 
As RAMEN a nics oe) nn clit ese $10,307,531 87 $9,231,611 64 
Sur pls Peat dee als eee bit he inane he ee $ 7,409 29 $ 147,888 87 
STATISTICAL DATA 
1944 1943 
Route Mileage Operated. Wiy secu uak see cee ais aie stn ene 5,299 4,903 
Plane Miles Flown—Revenue..:.. 0.0260. se see eee tit re terre eens 9,110,474 8,254,819 
Plane Miles Flown with Mail... ono sims poesia 2 te ea 9,046,866 8,194,962 
Plane Miles Flown—Non-Revenue....-.. 6s ses eeeeecers seers cscs 924,331 708,967 
Revenue Passengers Carried 22 0)... 'o.5 45s Bein aaa ayn 156,884 140,276 
Percentage of Passenger Occupancy....--..-+-+seersetecrscrtses 84 83 
Average Passenger Journey——Miles. ve ees ene ee Tee ee es wae 538 560 
‘Air Mail Carried—Pomnds. <5, 0p cis eo iain a ene Gee tangs Mat 3,739,105 3,726,607 
Express Carried Pounds A. hase se sa satie Soest ye 2 ete ee aaa 856.016 821,606 
Excess Baggage Carried—Pounds.......5--+-2ssrecetetnr rset: 261,731 292,600 


Since the inception of operations the company has flown a total of 39,601,158 plane miles 


in revenue service and a total of 306,460,139 passenger miles. 
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601. Blying (Personnel? . 0h <0 e. aks cigs ine Dereon en 
602 Flying Personnel Supplies and Expenses......-.+++-++seee+ 
603 Aireraft Hngine Fuel. cs osc. coe ae eine yo tiles aebsiais 4s 
B04) Airevatt aungiie® O18 We acon wa ieee oe eee ee ne 
605 Passenger Supplies and Expenses......-----++s+sssrsstete 
605 Passenger Meals (Aircraft).....+----ssesceerser ste tees 
605 Passenger Interrupted Trip Bxpenses.. 0.050. evel ee lenin e ¢ 
607 Clearance Fees. 55 i602 ce sigleel ts viewitles «We ew oe es tai Ont sly tas 
608 Servicing—Labour and Supplies.......-----sesseee rere 
611 wAireraft Repairs isin aaa cs spr temic ees tery: can 
612 Aircraft Propeller Repairs........--sesesecrseerecesccces 
613 Aircraft Instrument Repairs........-----eseeseeerrteeees 
614 Aircraft Engine Repairs.......+-.eseceneee rss ces ss eeeces 
615. Aircraft Communication Equipment Repairs........-.----- 
616 Miscellaneous Flying Equipment Repairs.......-.-+++++++ 
617. Flying Equipment Insurance......---.-ses reese terete settee 
618 Liability and Compensation Insurance......----+++++++++:: 
620 Other Flying Expense..........e eee e cece e eee e eee eeeeces 
625 Aircraft—Depreciation .......ceee cece reese sere eecserers 
625 Propeller and Hub—Depreciation.......+.-+sseeeeeeeeetes 
626 Aircraft Engines—Depreciation ......----+sseeerereesceee 
627. Aircraft Communication Equipment—Depreciation........-. 
628 Miscellaneous Flying Equipment—Depreciation..........-- 


1944 


$ 842,053 
118,001 
1,147,161 
39,515 
22,754 


$5,213,447 


62 


$ 732,051 


1,097,210 


1943 


117,196 


53,529 
26,949 
161,639 
39,298 
15,201 
473,700 
417,337 7 
32,473 
90,683 


$5,004,764 00 


—— 
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GROUND OPERATION, MAINTENANCE AND DEPRECIATION 
See pet intendence aitacr steeds age coir al oe $ 315,021 66 $ 225,225 97 
632 Airport and Hangar Bmp livers (ait werk eh ion qect os Cuan 812,191 97 559,794 23 
~ 633 Communication ODSratore eter. nyt adr, GT aaene. ee 241,530 13 241,658 53 
636 Travelling and Office Pix Denkesmeoucds,: yk spre oe aR wi 385,596 77 288,694 33 
beeen Hest. Power and ‘Water...1../.. 800005 8 Tee 79,718 62 67,313 88 
638 Rent of Fields, Buildings and Offices..................777' 106,383 91 116,589 84 
639 Rent and Expense of Motor WieHtGlosi ys cata boy ee ie 24,419 43 235265 64 
641 Communication Equipment Repairg.......02..00.000. 00) 59,270 29 48,789 64 
643 Hangar Equipment Repairs, Supplies and Expenses........ 23,977 28 28,058 60 
644 Shop POmD Mon Nepa Ire smal cg eran) (cette t So 39,325 80 20,828 15 
645 Motor prchicles:= Repairs sin min nena tern t en ara 29,345 89 22,112 59 
647 Furniture, Fixtures and Office Equipment—Repairs mere Were 22,771 86 13,109 82 
648 Miscellaneous Ground Equipment Repairs...............77 10,093 69 6,529 09 
649 Buildings and Other Improvements—Repairs Sch ge rls a di Rem 76,748 47 70,447. 04 
650 Shop Expenses—Indirect Labour and Material......... 1°) 189,792 83 107,098 52 
Re ee ena eee ee ee ees 103,181 33 77,208 82 
652 Stores Expense—Inventory AAjustinents iis: wn ot Mini ier ee 7,138 65 230,717 52 
653 Buildings, Material and Ground Equipment—Insurance. ae 10,826 54 9,388 68 
654 Ground Liability and Compensation Insurance..........._. 27,303 01 21,105 20 
656 Other Ground HDOUSCR a A aruniiasce Se Mente birt ny ie Ge 90,576 67 67,929 36 
Bee tise eo ences eer at ee eiemar ce tre 121,080 37 123,433 2] 
660 Depreciation on ((ucundeilaciiticss cae Greg atee, cs 110,528 92 151,302 09 
$2,872,546 79 $2,520,600 75 
INCIDENTAL SERVICES 
1944 1943 
671 Buffet and Restaurant SOMVICGwcmteer M an Me tac Be atest 9,896 33 $ 10,378 00 
672 Airport and Other Pyles Wee Wits eat cc at ates ite ts 148 88 T2516 
peat Mela ands ON Sa lent Caesar a It 110,267 73 90,013 88 
676 Repairs and BeRito TO ales | mameia i ome apie tet 1,002,106 09 754,311 98 
$1,122,419 03 $ 854,827 .02 
TRAFFIC AND GENERAL ADMINISTRATION 
681 Salaries and HUES AMMEN ae dak oC ene a $ 234,306 67 $ 156,679 30 
682 Travelling and Office Bxpentedbratiies) ie). eo! coe 67,922 66 63,198 94 
Pope chr Lr atad sO icemugs a Gesee Baie oe can eed ht 29,413 25 21,161 00 
Beep snes COMmmipeIOIa nag aria he noe te hte 27,632 28 31,367 56 
Ed NIG SUSE NAN Pro ah rant A te Ne Ne aaa 64,285 69 71,542 63 
687 Other Traffic EXDCUSOR er em te rR the Anh es 10,286 05 12,701 35 
691 Salaries and Wages General sumer lt, ae hic teak at. 155,851 34 115,678 07 
692 Travelling and Office Expenses—General..........0) 0007177 27,249 66 21,463. 21 
Beg an oniale -Courral Ae, ee re 625 50 1,397 50 
694 Administration Charges from Affiliated Companies......... 45,000 00 42,000 00 
Pee ODS ia tet NM Re Arie got 133,220 14 26,041 77 
De ade ee ae le a ot 1,876 35 1,499 71 
698 ther General Administration expences 2, Mel ae Rai y's 15,871 65 8,173 20 
$ 813,541 24 $ 572,904 24 
GENERAL TAXES 
mera Un eR Ce ine Seas ete Oh ee, ce $ 48,852 76 $ 21,805 85 


__ Mr. Harkness: What is this item of income charges, the second last item 
under income ‘accounts? 


Mr. SyMINGtTon: Exchange. 

Mr. Harkness: That is exchange as against American funds? 

Mr, Symrvneton: Yes. 

The Cuarrman: Are there any other questions on income account? 
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Mr. Hazen: Just a minute. Where does this pension plan come in? Where 
is it set up in your statement here? Is it in the balance sheet? 


Mr. Symincron: It is not in the statement at all. That is a separate trust. 


The only place you will find it is in the expenses. That is what we are charged ~_ 


up each year. 

Mr. Rew: What is this item of interest on capital invested? I see interest on 
capital invested, $230,000. What capital do you invest? 

Mr. Symrncton: That is $4,600,000. That is, the company instead of paying 


dividends has charged as operating expenses interest at 5 per cent upon its in- | 


vestment; and that is all the shareholders can ever get. So it is 5 per cent upon 
$4,600,000 capital of this company. 7 

Mr. Locxuart: Could we have a break down of incidental services? Does 
that include your pension plan? 

Mr. Symruxcton: What is that? 

Mr. Locxuart: These incidental services? 

Mr. Symrncton: What page is that? 

Mr. LocxuartT: In the income account, under gross revenue—incidental 
services. 

Mr. Symrncton: I can give you that. That is made up of repairs and service, 
sales; B.O.A.C., R.C.A.F., C.G.T.A.A—that is Canadian Government Trans- 
Atlantic Air Service—then fuel and oil sales; buffet and restaurant service; air- 
port and other privileges; commissions; hangars storage; rents. For instance, 
we had from B.O.A.C. the return ferry service, 1944, $610,000; R.C.A.F. contract, 
$445,930; Canadian Government Trans-Atlantic Air service, $265,042; other than 
government contracts, $40,000; a total of $1,361,962. 

Mr. Locxuart: Then you have income for incidental services in income 
account? 

Mr. Symrineton: Yes. 

Mr. Locxuart: Then you have incidental services in operating expenses? 

Mr. SyminctTon: Yes. 

Mr. LockHart: What is the break down of that? 

Mr. Symrncron: The break down in that is the same thing. That is what 
those services cost us. They were all on the basis of cost plus. Do you want 
a break down of them? 

Mr. LockHart: Yes. 

Mr. Mayspank: You made about $500,000 did you not? 

Mr. Symrncron: About $300,000. B.O.A.C. contract expenses, $563,180; 
R.C.AF. contract, $198,066; C.G.T.A.C. contract, $215,804; other than govern- 
ment contracts, $25,056, a total of $1,210,000. 


Mr. JacKMAN: It is a little better than a cost basis; it is cost plus quite | 


a bit. If the real profit is the difference between the income from this incidental 


service and the outgo to provide it. There is $500,000 or $600,000 odd? 

Mr. Symincton: Yes. It is purely absolute out-of-pocket expense in addi- 
tion to that in those contracts, naturally you get a certain proportion of your 
overhead, your superintendence and so on, your stores, all those charges 
that inevitably arise as a purely increment cost. That is all. 


Mr. Jackman: Would it be a fair assumption to say that if the revenue for 


these incidental services disappeared, as I presume it will be doing, on account — 


of their special nature, that there would be a difference in the net operating 
ficure, a difference between those two figures of $600,000 odd. 


Mr. Symincton: It would not be such an amount as to disturb me. 


NG SO ST is eae oY Re ae 
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Mr. JacKMAN: $557,000. 


Mr. SymMincton: It requires a tremendous amount of attention and energy 
in running those services. I do not know anything that has been more difficult. 

Hon. Mr. Howe: I do not see where you get that figure. 

Mr. JACKMAN: $1,679,000 is your revenue. 

Hon. Mr. Howe: The incidental services is shown as $1,122,000 is it not? 

Mr. SyMINGTON: $1,122,419. 

Mr. JACKMAN: That is $557,000 difference, It would shoot your operating 
account into a cocked hat if that were so. 

Hon. Mr. Howe: Where do you get the cost of those services? That 
includes buffet and everything else. 

Mr. JACKMAN: Incidental services. 

Mr. Harkness: Where is that shown here? 

Mr, JAacKMAN: Under gross revenue. 

Hon. Mr. Hower: Oh, I see. “These incidental services are apt to grow 
rather than otherwise. Every airline that stops in Canada requires service, 
and we will have many more in a couple of years than we have today. 

Mr. JAcKMAN: Mr. Symington is pointing out you have flights of British 
Overseas Airways. 

Hon. Mr. Howe: British Overseas Airways will still be very much a 
actor. 

Mr. Symincton: It will cost a lot more than that has cost, because they 
are doing war services now. Do not make any mistake about that. 

Mr. JAcKMan: I rather gathered from what you said, although I may not 
have heard it distinctly, that incidental services that you provided were on 
account of war. 

Mr. Symincton: Yes. They gave service. They brought back the return- 
ing pilots who fly over the planes. It was a war service purely, 

Mr. JAckMAN: And it will disappear, will it? 

Mr. Symineton: No. 

Hon. Mr. Howe: It will not disappear. There will be just as much flying, 
but it will be peace time service instead of a wartime service. The war service 
will disappear and be replaced by peace time operations, which will be more 
profitable, we hope. 

Mr. JAckMAN: Yes. The revenue services will be as large or larger? 

Mr. Symineton: Yes. What I want to impress upon you is this, that 
because the amount of money they paid us exceeds the cash we paid out, that 
we have made a profit—we have not made that profit at all. We have given 
them space and we have given them superintendence. We have given them the 
time of our staff, all experts. We have organized the thing. The ordinary cost 
plus basis is in many cases cost plus 150 per cent of the wages and so forth, to 
cover your overhead. This is a contract that was prepared on the basis of cost, 
and was a contract, for instance that B.O.A.C. themselves offered us and thought 
that we were more than generous in accepting it. You cannot take your cash 
out-of-pocket and say you have made the difference between that and the cash 
you got. 

Mr. Lockuart: You would think, in future, that this proportion would 
stay about the same? 

Mr. SyMINGTON: Yes; at least. 

Mr. Lockuart: That is what I mean, to give us the general idea. 

Mr. SYMINGTON: Yes. 
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Mr. JackMAN: What I was suggesting, Mr. Symington, was that it is 
quite true that the overhead and everything else may go into the servicing, the 
earning of that money, and may not be exactly measured by the $1,122,000; 
yet, in order to maintain the T.C.A. you will be spending that much money. 
$1,122,000 will have to be spent in order to maintain the overhead anyway, and 
if you lose a substantial part of the incidental revenues, you would be out of 
pocket. In other words, it is a great thing to get extra business, because you 
have your overhead anyway. 

Mr. Symrncton: We naturally, I think, would have less superintendence, 
for instance, if we were not doing this service. 

Mr. JacKMAN: Yes. As the minister states, you probably will be able to 
find other sources of incidental revenue and you are not worrying on that score 
anyway. 

Mr. Symincton: No, not a bit. 

Mr. JacKMAN: You are not suggesting that you are going to run into a loss 
because you lose gross incidental revenue. 

Mr. Symincton: No. I do not anticipate that. } 

Mr. Rew: You have an item there in your income account for incidental 
services of $1,679,262 as against an expenditure of $1,122,419 in the income. In 
the income account, under gross revenue, there is shown incidental services. 

Mr. Symincton: Quite true. That is right. 

Mr. Rew: How did you arrive at the profit for incidental services. You 
have your incidental services as $1,122,419 and you have incidental services, 
revenue, $1,679,000. How did you arrive at that profit? . 

Mr. Symineton: Well, we did not arrive at the exact profit, because in 
your expense accounts there is some of that difference between $1,122,000 and 
$1,679,000 or whatever it is included. You see, we might have a high grade, 
expensive superintendent. He would give part of his time supervising this 
particular service, organizing them and all that sort of thing, which would be 
in his ordinary salary but no charge to that service. 

Mr. Rew: What particulars are included in the incidental services to bring 
in a revenue of $1,679,000? 

Mr. Symrncton: Well, we have converted and maintained all the planes 
of B.O.A.C. running across the ocean. Their plane comes in. We take it. It 
eoes into our hangar. It is inspected. The maintenance jobs are done, or any 
new parts necessary are supplied. They pay us under the contract cost plus some 
percentage to make sure that our costs are covered, because in that same hangar, 
in that same operation, we are servicing planes that run on the trans-Atlantic 
service. , 

The Cuairman: I think Mr. Lockhart had a question. 

Mr. Jackman: In view of the possible expansion on the Atlantic both 


eastward and southward does Winnipeg still seem to you to be the logical place 
for the head office of T.C.A.? 

Mr. Mayzpank: Certainly. 

Mr. Murcu: Certainly; why raise that? | 

Mr. Symincron: I do not want to get into the discussion. Certainly -as 
an operating centre for the domestic airlines it is the logical place because it 
is right in the middle. ts: 

Mr. Mutcu: The air centre of the world. 

Mr. Rem: Have you an office in New Westminster? 

Mr. Syminoron.: Not that I know of. 


Mr. Ret: It is as close to the airfield as Vancouver. You had better look 
into it the first time you are out. 
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Mr. JACKMAN: You are spending money on the head office in Winnipeg 
right along. I was wondering whether you were thinking of changing it. 

Mr. Symineron: As a matter of fact, we have spent too little. I am 
ashamed of it. Do not upbraid me with that because you do not know. The 
conditions they have been working under out there are not good. We have 
been too stingy about it. 

Mr. Lockuart: Mr. Chairman, do not let us get too parochial. 

Mr. Mayspank: These remarks need to be emphasized. 

Mr. JACKMAN: Mr. Symington has not yet committed himself as to whether 
or not Winnipeg is the logical place. I might say I am not suggesting that 
Toronto would be. Do you think it is the logical place if the company is going 
to go.into the Atlantic field? 

Mr. Symincton: All I will say is that as long as I am there the head office 
will be where I think it is doing the company the most good. If conditions 
change so that it should be moved from Winnipeg it will be moved from 
Winnipeg, if I am there. 

Mr. Murcnu: In that case we will have to fire you. 

Mr. Symincton: That is right. I am courting it all the time. 

The Cuairman: Any other questions? 

Mr. Jackman: Under operating expenses how much do you pay the C.N.R.? 
Could we have a copy of the contract between the C.N.R. and the T.C.A.? 

Mr. Symincton: I do not think there is any. There are letters but I can 
tell you what we pay them. We have given the figures each year. We pay 
the C.N.R. for administrative services performed by departments of the railroad, 
$45,000. That was raised from $40,000 to $45,000 because the services they were 
giving us grew. 

Mr. Rein: Mr. Chairman, are we going to deal with the mail contract 
later on? 

The CuarrMaAn: I think under the bill. That was the idea. 

Mr. Jackman: May I ask Mr. Symington exactly what are included in the 
administrative services? 

Mr. Syminecton: There is legal department, medical department, publicity 
department. 

Mr. JACKMAN: You pay for your own advertising, of course, according to 
the balance sheet? 

Mr. Symineton: Oh yes. Purchasing, architecture, accounting. We have 
our own staff on accounting but this is under the railway. 

Mr. LockHart: Have you a breakdown of those? 

Mr. Symineton: I have a breakdown. I can give it to you exactly. 
Architecture, $5,000; insurance, $1,000; law, $6,000; medical, $6,000; publicity, 
$8,500; secretary, $4,500; stores and purchasing, $11,000; treasurer, $3,000; 
making $45,000. 7 

Mr. JAcKMAN: There have been no transfers of physical equipment between 
the C.N.R. and T.C.A.? 

Mr. Symineton: None at all, 

Mr. JACKMAN: I raised the question in the House one day. I happened to 
notice a safe in the T.C.A. office at North Bay was a C.N.R. safe. One wonders 
just how much of that type of transferring goes on? 

Mr. SyMInGToN: We bought it originally. 
Mr. JAcCKMAN: You bought it? 
Mr. Symrneton: Bought it from the company. 
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Mr. JacKMAN: There have been transfers of physical property between 
the C.N.R. and the T.C.A.? 

Mr. Symincron: Certainly; for instance, we bought that safe, sure. You 
are not suggesting we paid too much or too little for it, are you? 

Mr. Jackman: I might have thought you would get it for nothing. I am 
just inquiring. What other property has been transferred from the C.N.R. to 
T.C.A.? 

Mr. Symrncton: None that I know of; there may be some. 

Mr. Jackman: It is odd I should happen on the only item. 

Mr. Symincton: It was odd but I know of none. There may be some. 
I do not say there is not but you can take it from me that if there is it is on a 
bargaining basis. 

Mr. JAcKMAN: A good bargain for the T.C.A. 

Mr. Symineron: Bargaining between the two companies, one trying to 
eet all it can for it and the other to pay as little as possible. 

Mr. Mutcu: Would that not be a natural place to buy this equipment if 
there was a surplus? It is convenient. There is nothing particularly remarkable 
about the fact. 

Mr. Symineton: I think so. 

Mr. McCuttocH: That is small stuff. 

Mr. JacKMAN: It all depends on the extent of it. What about stationery 
and envelopes which are used by Trans-Canada Air Lines? Do they use 
C.N.R. envelopes? 

Mr. Symincton: No, they use their own. I have two grades of paper, 
one cheap and one good, both T.C.A. depending on whom I am writing to. 

The CHatrMAN: Any other questions? 

Mr. LockHart: What was the chief item covered in the $5,000 increase? 
Was that made up of several items or one item? 

Mr. Symineton: There was an item of insurance, $700, and there was 
secretarial department, $3,000. 

Mr. LockHart: That is an increase? 

Mr. Symincton: That is an increase over last year, yes. 

te He JACKMAN: Can you tell me how much was paid for that safe by the 
Mr. Symineton: No, I cannot. I did not even know we had bought it 
except Mr. English tells me we did when we opened the North Bay office which 
nae some four or five years ago. I really do not charge my mind with those 
things. 

Mr. JAcKMAN: Of course you understand what I want to find out. I think 
that the committee is entitled to know whether or not there are some expenses 
of operation or of capital equipment which are borne by the C.N.R. and which 
might properly be borne by the T.C.A. in which case there is a difference in 
accounts. 

Mr. Symineton: If you ask me that question I will answer it very specifi- 
cally and categorically, no, not a thing. There are no dealings between Trans- 


Canada and the Canadian National Railways that are made for the benefit of - 


the one or the other company. If there is any dealing it is on a straight 
bargaining basis. 


Mr. Nicuotson: The C.N.R. will not take a reservation for you on their 
telegraph lines without payment, will they? 


Mr. Symineton: No, of course not. I will categorically answer your 
question without going into safes. You can take that as right. 
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Mr. JACKMAN: That is all I want to know. 


_. Mr. Rew: What particularly would be non-revenue miles flown by planes, 
924,000? 

Mr. SYMINGTON: Training pilots and trying out ships, working in a ship 
after repairs and all that sort of thing. 

Mr. Nicuotson: In connection with the statistical data at the bottom of 
page 12 the percentage of passenger occupancy appears to be a very good 
performance. Have you a record for the previous years? It appears to be 
83 for 1943 and 84 for 1944. Have you other years? 


_ Mr. Symineron: 1942 was 74 and 1941 was 67. That is as far as I can 
give them to you. In other words, it is naturally a better operation as we learn 
more about it. 


Mr. JacKMAN: Mr. Symington, do you think you could provide the services 
yourself which you get from the C.N.R. for $45,000? 

Mr. Symineton: Candidly, I think I made a pretty fair bargain on it. 
We have raised it each year about $5,000. We started off earlier down below. 
Mr. Vaughan and myself meet each year to discuss these increases. I do not 
know whether it is a good bargain on our part or a good bargain on their part. 
I think it happens to be a situation where with their organizational set-up we 
save money and they save some money. 


Mr. JAcKMAN: Probably a good agreement for both? 
Mr. Symrneron: I would think so. 


Mr. Jackman: There are then certain reasons why an air service can be 
run more economically in conjunction with a railway than on its own feet? 

Mr. Symineron: Yes, that is true, particularly with respect to an air line 
up to a certain size. I would not say that if our traffic doubles or triples that 
we would not be better off having some of these departments as our own because 
they will be big enough to support a real department. I am not saying that 
will or will not occur. There are views on it. Naturally a lot of the air line 
people have the view that the mind of the railway man is not the same as the 
air man and that we could do it better, but these are individual views. On 
logic and reasoning I think it is a particular service which saves each company 
something. " 


Mr. JAcKMAN: I rather gathered from some of your remarks this morning 
that you felt that your service would attract a very large volume of the 
passenger traffic, particularly the longer haul traffic which the railways now 
haul? 

Mr. Symineton: I think it will attract some undoubtedly, and they will be 
in competition. There is no doubt about it because the railways have com- 
mittees looking for improvements and how to meet this competition. Let me 
give you an example. Say there is a two-hour train to Ottawa from Montreal! 
which there will undoubtedly be. I do not know that the airline will hold full 
planes between Ottawa and Montreal. By the time you drive out to the airport, 
go down, and take 25 minutes coming in again from the airport, it may be that 
a two-hour train will take the business. It might. I do not know. It is 
competitive. 

Mr. JacKMAN: But speaking generally as it affects the whole Canadian 
situation? 

Mr. Symincton: I would expect that the airline will take considerable 
passenger traffic from the railways. 

Mr. Jackman: There will be an increasing tendency that way. 

Mr. Syminerton: I would think so. 
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Mr. Reip: Might it not well be the case that if employment keeps at the 
peak level that the railroads will not suffer much even though T.C.A. increases? 

Mr. Symincron: Mind you, the railroads mostly live on freight, not on 
passengers, except in wartime. 

Mr. JAcKMAN: But it is a very nice extra to get. 

Mr. Symincron: It is but if I had to give up one or the other I know what 
I would give up quickly as a railroad operator. . 

Mr. Rew: Does your organization come under the Board of Transport 
Commissioners for increased fares? 

Mr. Symrxcron: We come under the Air Transport Board. 

Mr. Harkness: There is a question I wanted to ask. I do not know whether 
it came up in the half hour before I came in. Who sets these rates? Is it 
entirely in your own hands? Are they set in competition or are they comparable 
to the American rates? 

Mr. Syminetron: Under the Act we must set rates comparable to the 
American rates. That is the Act at the present time. I think it will be changed 
under the new Act. . 

Mr. Harkness: Apart from that the setting of the rate 1s in your own 
hands? 

Mr. Symrncron: It was before the aeronautics board was appointed. Now 
we have to get the approval of the aeronautics board for the rates. : 

Mr. Harkness: Have these rates varied materially during the course of 
the war or have they been more or less the same? 

Mr. Symincron: No, they have gone down a little. 

Mr. Harkness: That is one of the chief reasons for the passenger revenue 
per mile being 5.28 cents this year as compared with 5.37 cents last year? 
That is due to reduction in rates? | 

Mr. Symincron: That is due to reduction in rates. 

Mr. Jackman: Do you feel then in view of the competition between the 
railway and the air service that some time in the future it will not be feasible 
to have T.C.A. ticket offices on C.N.R. premises? I am not speaking of the 
hotels but the ticket offices such as the one at King and Yonge streets in 
Toronto. 

Mr. Symincton: I do not know that my personal views are of much interest 
to the committee. I do not want to get into a discussion of government policy. 
That is a matter for the government to decide. I do not want to advocate 
or oppose. 7 

Mr. Jackman: Government policy is coming up under this bill which we 
are going to discuss very shortly? 

Mr. Symincton: I am not going to discuss whether the government was 
wise in bringing it in or not. That is not my function. I will simply explain 
as far as I can what the amendments mean. I am not the government. . I 
cannot tell you whether or not government policy is correct. I would lose my 
job pretty quickly if I did. | 

Mr. Jackman: I might say that in the sittings of the committee last year 
I find this: : 

Hon. Mr. Hanson: Yes, I know, but Mr. Howe is the boss; is that 
not right? | 

Hon. Mr. Howe: No. 

The CHAIRMAN: I am not so sure about that. 

Hon. Mr. Howe: The only boss is Mr. Symington. 
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Mr. Symincron: We were discussing the operation of the air line and that 
still stands. 
_ Mr. JAcKMAN: And that affects ticket offices, too. You would expect that 
it would not be feasible to continue competitive ticket offices in the same 
premises as the C.N.R.? 


Mr: Symineton: As a matter of fact, on the question of ticket offices my 
own judgment and experience has shown that even though we are a part of 
the C.N.R. we do not want our ticket offices in theirs. You see we wet-nurse 
all you people from the time we think you want to fly. We pamper you, we 
telephone you, we look after you, the stewardess pets you. The railroads have 
not been brought up that way. It is entirely a new selling proposition. It 
has been our experience that railroad ticket sellers do not make good air men, 
and we have very few of them. 

Mr. JacKMAN: You would expect eventually then that there will be a 
complete separation? 

Mr. Symrinoeton: That does not necessarily follow. There will be a complete 
separation even though we remain under the C.N.R. There will be very few 
C.N.R. ticket offices we use for T.C.A. tickets. That is, they will be there to 
sell but all the promotional selling, all the organizational selling will be done 
through-T.C.A. ticket offices. That is the experience all over. It is a new art. 
It is an entirely different thing. The man who has been thirty years in a 
railroad ticket office is no good as an air salesman. You can count on that. 

Mr. JACKMAN: Or a bank clerk either. 

Mr. Mutcnu: It simply means that while you may be divorced there is no 
reason why you may not still be friends. 

Mr. SyMinctTon: We can still be friends although we are not divorced. 

Mr. Mutcu: You can have your offices in the same building without 
necessarily cutting each other’s throat. 

Mr. JackMAN: Mr. Symington, was one of the principal reasons why the 
American government compelled the separation of air lines from other transport 
companies, other forms of transport, because they felt. that railway or shipping 
companies would not push the air service as much as it would be pushed if it 
were under independent operation and ownership? 

Mr. Symineton: I really could not answer what moved them. I might 
know what moved one individual man but you know just as much about it 
has I do reading in the paper. 

Mr. JAcKMAN: It is not my particular field. 

Mr. Symincron: I have not studied it because I was not interested. I 
did not care whether the United States separated them or not. 

Mr. JACKMAN: You do not know. 

Mr. Syminaton: That is a matter of policy for the government. I keep out 
of that. If you ask my private opinion, that is one thing; but as president of 
the T.C.A., I do not want to get mixed up with matters of policy. 

Hon. Mr. Howe: It may be they wanted to see some new names on the list 
of shareholders. 

Mr. JACKMAN: I am only asking you as an operator whether you think 
that the T.C.A., or an airline, can be operated more economically, more efficiently, 
sive better service, in conjunction with a railway or other means of transporta- 
tion, or when it is entirely on its own feet. Naturally, it is a difficult question. 
It is high policy, but you are the man who carries it out. 

Mr. Harris (Grey-Bruce): It is not a matter of policy in this case, is it: 
as far as the T.C.A. is concerned? 
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Mr. Symincton: Well, it is a matter of policy. The line will be efficiently. 
operated whichever way it is done, I can say that. 

Mr. Harris (Grey-Bruce): An airline can be good whether dependent or 
independent. 

Mr. Symincton: This line can, because we have had the experience. 

Mr. Locxuart: I see they have increased the amount of secretarial fees 
by $3,000. 

Mr. SyMINGTON: Yes, sir. 

Mr. Locxuart: What is the total amount paid in the way of secretarial fees? 

Mr. Symineton: That is the total amount. 

Mr. Locxuart: The total is $3,000? 

Mr. SymMincTon: $4,500. 

Mr. Locxuart: The airline is not sufficiently large to have its own 
secretarial staff? | 

Mr. Symincton: We haven't got it and we use— 

Mr. Lockuart: The other? 

Mr. Symincton: —the other. 

Mr. Locxuart: That does not apply to the ticket sellers? | 

Mr. Symineton: No, that is really a head office matter. The T-C.A. have 
no head office really, except the office of the secretary. That is about the size of it. 

Mr. Locxnart: You do not agree that there is justification for the T.C.A. 
setting up an independent secretarial staff? 

Mr. Symincton: That may be. If we see the need for it we will undoubtedly 
have our own secretarial staff. 

Mr. Locxuart: But at the present time you do not feel this would be 
justified? | ; 

Mr. Symincton: We have been trying to run the airline just as economically 
as we possibly could, perhaps more economically ‘than we should have under 
the circumstances. We have been very careful about it. We have not wasted 
any money and we have been getting on up to date with this arrangement. 
It may change at any time, it just depends upon what circumstances dictate 
as to the wise thing to do. It is perfectly flexible. We can set up our own 
secretarial staff to-morrow. 

Mr. Locxnart: $4,500, paid to the C.N.R.; you feel that is a wise thing 
to do for the moment? 

Mr. Syminaton: Yes, but when I come to a consideration of this matter 
of secretarial staff, adding $1,500, I had to admit that wasn’t enough. While 
there looks to be a large increase for one year, our secretarial staff over the 
last six years has really been entitled to more than they got because the work 
has grown very rapidly. 


Mr. Harkness: How does your cost per mile flown compare with the 
2 é 


American airlines, and with C.P.A.? | 
Mr. SymincTon: I cannot compare it with the C.P.A. I do not think I have 


seen any of their figures. Our cost per mile flown will of course be higher than 
the American for the reason which I indicated to you this morning. I did not 
see you here then, sir. 

Mr. Harkness: Yes, I was here all morning. 


Mr. Symincron: The U.S. average figure is 86:21. The T.C.A. figure is 
96-89, and the American lines range quite widely. And now, as I pointed out 
to you, the cost of our aeroplanes for the comparative line is practically double, 
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nearly double, because of duty and so on and so forth for instance, we have 
to charge up to our costs of flying that mile double depreciation; and in the 
instances I cited it meant $100,000 per plane. There are three major items of 
cost: there is the gas; gas in Canada is expensive because of transportation and 
tax. We pay 28c for gas as opposed to an equivalent of 18c on the same gallon 
in the United States. That made a difference to us of $417,000 in extra gas in 
comparison with the operating expense of the United States lines. In other 
words, 8-56 of the American expenses were for fuel, and 13-1 was our expense 
for fuel, due to the difference in price between 18¢ and 28¢ per gallon. 

Mr. Harkness: I can readily see that your expense would be higher, taking 
those two items alone into consideration. Have you got the figures for C.P.A.? 
Mr. Symincron: No; I never had. 

Mr. Maysank: They are not published. - 

Mr. Symincton: No they are not published. I do not think it would be 
fair to compare them because they are in entirely different. operations. 

Mr. JackMAN: Have you got a percentage breakdown of the dollar revenue, 
or the dollar operating cost, or both? 

Mr. Symincron: I haven’t got that, but I have got a breakdown showing 
wages, salaries, fuel, taxes, insurance, depreciation, and so on. 

Mr. JaAckMAN: Could you give us that in percentage of dollars? 

Mr. Symincton: Yes, I suppose I could. This is the percentage of total 
expense—I could give you a comparison of that and the United States. 

Mr. JackMAN: Could you table that for us? 

Mr. Symrneton: It is in a book here, I can get it tabled off it for you. 

Mr. Maysank: Is it lengthy? 

Mr. Symrneron: It is not lengthy. 

Mr. Mayspank: Why not answer the question then? 

Mr. Symineron: In answer to the question as to a comparison in 1944 
between United States line and Trans-Canada: United States salaries and wages 
were 49-13 per cent, T.C.A., 44-6; fuel, United States, 8-56 per cent; Canada, 
13-1 per cent; taxes, insurance, and depreciation, 11-71 per cent United States, 
11-7 per cent in Canada; travelling expense, passenger supply and miscellaneous, 
22-42 United States, Canada, 18-7: advertising, United States, 3-07, Canada, 
0-7; repairs and materials, United States, 5-11, Canada, 11-2. The answer 
of course being that all our materials for repairs carry about 44 per cent duty. 
That is a division of the operating expenses. 

Mr. Hazen: How do you buy gasoline, who do you buy it from? 

Mr. Symineton: We buy it from all the companies I think, depending upon 
the facilities that they have near the airfield. 

Mr. Hazen: Do you call for tenders? 

Mr. Symineton: Oh yes. 

Mr. Ret: What do you do with the old oil, the residue oil? 

Mr. SymincToNn: We sell it. Tt is a very small item of revenue because it 
is run too thin under high operating temperatures. We sell the residue oil. 

Mr. JAcKMAN: Unlike like crown companies, T.C.A. is subject to all local 
taxes? 

Mr. SymMiInatTon: Yes. 

Mr. JAcKMAN: The only difference between private companies and your- 
selves in the matter of taxation is that they pay a larger income tax? 

Mr. Symineton: We are no different from any other company. 
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Mr. Hazen: You do not have to pay provincial tax on the gasoline you use, 
do you—like the owner of an automobile does? 
Mr. SymincTon: Yes. 
Mr. Hazen: You pay the same tax as an automobile? 
Mr. Symtncton: Yes. We have made ‘an arrangement whereby we pay 
one cent tax. 
Mr. JacKMAN: You do not pay provincial taxes? 
Mr. Symineton: Yes. 
Mr. Rei: And the provincial tax is a road tax. Why would you pay a 
road tax where your vehicles use the air? You do not pay the tax in British 
Columbia. You do not pay a road tax. You do not use the road. 

Mr. Symincton: I will ask Mr. English to explain it. We pay the regular 
tax and get a rebate from the provinces and that brings it to one cent per gallon. 

Mr. Rew: What tax do you pay in British Columbia? Do you pay a 
road tax? 

Mr. EnouisH: They claim we use the road for our vehicles going to and 
from the airport. 

Mr. Rew: But not your aeroplanes? 

Mr. EncuisH: We get a refund and that brings it down to one cent. per 
gallon. | 

Mr. Hazen: Does that apply to every province? 

Mr. EneusH: I think it applies to every province. For a while Quebec 
insisted on our paying the full tax. 


Mr. Rew: I think that is something which should be looked into. Even 
the farmer does not have to pay that tax if he does not use the road. 


Mr. Encuisu: It is called a gasoline tax, it is not called a road tax. 
Mr. Rep: That is what it is called. 

Mr. Eneutsu: Definitely for that? 

Mr. Maypank: It is just an ordinary revenue tax. 

Mr. EnceuisH: We got it reduced to one cent a gallon. 


Mr. Jackman: They do not charge on gasoline for use on launches in 
Ontario. 

Mr. Symincron: At any rate they try to tax us on it, rightly or wrongly. 
We have made an agreement whereby we pay in each province one cent per 
gallon. 

Mr. JAcKMAN: Do you use some of the Alberta gasoline on T.C.A.? 

Mr. Symineton: Not raw. 


Mr. JAcKMAN: I was wondering why your gasoline costs should be so much 
higher than the American lines. 

Mr. Syminaton: It is a case of sales tax and transportation. It is the 
regular price. 

Hon. Mr. Howe: Why is the gasoline you use in your automobile more 
expensive than it is in the United States? 

Mr. Murcu: That is what we would like to know. 

Mr. JAcKMAN: What is wrong with the Alberta gasoline? Is the octane 
rating not high enough? 

Mr. Symrnaton: I do not know that I could explain that to you. 


Hon. Mr. Hower: You can buy gasoline cheaper in the United States 
anywhere than you can in Canada. It is produced in the States in volume and 
it is not produced in anything like the same volume in Canada. 
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Mr. Brauporn: Did you say that Quebee insisted on your paying the 
road tax? 

Mr. Encuisu: In Mr. Godbout’s time. 

Mr. Beauporn: And they stopped this thing in Mr. Godbout’s time? 

Mr. EneuisH: Yes. I saw Mr. Godbout personally, we had a deputation. 

Mr. Braupoin: Did you ever pay the full tax? 

Mr. Encuisu: We paid it for one or two months and then we got a refund, 
and then after that they agreed to the same arrangement as the other provinces. 

Mr. Beaupoin: When you made the agreement with them, was it the same 
as the agreement you negotiated with the other provinces? 


Mr. Eneuisu: No, it did not exist in some of the provinces. The tax did 
not come into effect in all the provinces at the same time. Arrangements were 
made with each province separately. I think arrangements were made first 
with Manitoba, and then the other provinces fell in line. At that time we were 
using more gas in Manitoba than in any of the other provinces. 

Mr. Braupoin: Did you have any difficulty in getting in touch with the 
province of Quebec? 

Mr. Encuisu: No, we had very pleasant negotiations. 

Mr. Hazen: Do you call for tenders on your engine oils? 

Mr. SyMrineton: Yes. ; 

Mr. Hazen: Do they vary in price? 

Mr. Symineton: Some do, but in the quality we buy they do not vary very 
much; but we prefer some engine oils for some operations and some gasolines 
for some operations. 

Mr. Mutcu: Have you a research department? 

Mr. Symineton: Yes. 

Mr. Hazen: I understood you to say that you pay 28 cents a gallon for 
gasoline? 

Mr. Symincton: That is right. 

Mr. Hazen: What do you pay for engine oil? 

Mr. Harkness: I take it that is the average price? 

Mr. SyMincton: Yes, western gas is much more expensive than eastern gas. 

Mr. Rew: Have you your own station for gas, and do you buy wholesale? 

Mr. Symincton: They have large tanks on the airfields where the gas 1s 
held. The average cost of lubricating oil per gallon is 75:50 cents. 

Mr. JAckMAN: Did I understand you to say, Mr. Symington, that you 
divided up your fuel, gasoline and oil business, among the various companies 
operating in Canada, pretty well according to their standing? 

Mr. Symincton: No, it depends upon their location relative to the airfield 
largely. 

Mr. Brauporn: On page 13, item 608—Servicing, labour and supplies—and 
on page 14 I see item 681, salaries and wages—traffic. 

Mr. ENGuIsH: Yes. 

Mr. Beaupoin: Does that item 608 include salaries? 

Mr. ENnettisH: Item 608 is under the heading aircraft operation, mainten- 
ance and depreciation; the other is, traffic and general administration. For 
instance, the head office is under traffic and general administration; super- 
intendance of operations, and all that sort of thing is under aircraft operation. 

Mr. Beauporn: Are your employees members of any trade union? 


Mr. EncuisH: Yes, some of them are. 
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Mr. Beavupotn: Which union is it? 

Mr. Excqusu: The A.F. of L., one of the machinists unions. 

Mr. Bravporn: And chartered by the Trades and Labour Congress of 
Canada, or the A.F. of L.? 

Mr. EncuisH: A.F. of L. 

Mr. Jackman: Your purchasing is done through the C.N.R.? 

Mr. Symrncton: The purchasing is through the C.N.R. 

Mr. Jackman: And you do not do any yourselves at all? 

Mr. Symincton: It is practically all under the C.N.R. 

Mr. Jackman: One might assume then that in hauling gasoline up to 
outlying points such as Kapuskasing and other remote points, the C.N.R. would 
save money, or would get the benefit of the haul for themselves? 

Mr. Syminoron: I should not think so. I don’t think so. The Imperial 
Qi] Company, the British American Oil Company, Shell, and so on tender. The 
Imperial Oil Company, a large prominent company, sends in a bid for oil or 
gas, say to Halifax, where they happen to have a big plant, and they may 
tender at some other places where they have tanks adjacent to the airfield. 
The other oil companies do the same thing—there is British American, McColl- 
Frontenac, Shell—I don’t know, I presume these oil companies tender on the 
T.C.A. business in just exactly the same way as they would tender to any 


other respectable company, and being respectable people, I do not know Gi 


uny pressure being put on them. 3 

Mr. JackKMAN: I see. It isn’t C.N.R. who does the purchasing. The C.N.R. 
would also likely do the hauling to these remote points like North Bay and 
Kapuskasing. 


Mr. Symincron: I-haven’t any idea about that. I have no doubt that Im-_ 


perial Oil divide their business with the CP 

Hon. Mr. Howe: I do not know who else would haul gasoline to Kapuskasing 
other than the C.N.R. 

The CHARMAN: One at a time, gentlemen, please. 

Mr. Nicuotson: I was just observing, Mr. Chairman, that it would hardly 
pay the C.P.R. to run a branch line up to Kapuskasing just to haul oil for the 
T.C.A. airport at that point. 

Mr. Symincton: I take it that the C.P.R. would haul to Calgary and 
Regina; I do not know, but I expect that they would. That would depend on 
the policy of the oil company with respect to routing its shipments. 

Mr. Mutcu: Anyway, you have no control over it. 

Mr. Symincton: We have no control. 

Mr. Jackman: It is decided on the basis of cost, I presume? 

Mr. Symrneton: Yes. 

Mr. Rei: I see that item 632, airport and hangar employees, there is a 
substantial increase? 

Mr. Symrincton: Well, that is because of the increase in the Atlantic opera- 
tion, I think. The increase in the airport and hangar operation is made up of 
payroll operations generally, $93,000. That is an increase in our pay. It includes 
staff—management, chauffeurs, janitors, foremen, attendants, commissionaires, 
switchboard operators and nurses. The reservation department was up $48,000 ; 
passenger services, $50,000—which, of course, was an increase of 10 per cent; 
dispatchers, $24,000—a 10 per cent increase; carter services, $36,000—14 per 
cent increase. 

Mr. Reto: What about the increase in employees under the next item, there 
seems to be an increase there of $250,000? 
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Mr. Symineron: Exactly, yes. Have you the number of increase in em- 
ployees, Mr. English? I can tell you where most of that is right off the bat. 
The hangar employees at Montreal] grew from 234 to 533 to take care of the 
increase of Atlantic operations and of course that cost money. 


_ Mr. Hazen: What are clearance fees; that is item 607. What are they and 
to whom do you pay them? 


Mr. Syminoron: Clearance fees, did you say? 

Mr. Hazen: Item 607. 

Mr. Symineron: Customs and all those sorts of things. 

Mr. Hazen: That would be chiefly paid in the United States, would it? 


Mr. Symineton: Yes, between the United States and Canada and Britain 
and Canada. 


Mr. JAcKMAN: Mr. Symington, there is very little increase in the air mail 
carried last year, in 1944 over 1943. 


Mr. Symineton: It is declining. 


Mr. Jackman: I do not suppose we can look forward to any very great 
increase. 


Mr. Symineron: It is declining, month by month now, some, 


Mr. Jackman: There were no additions which would have prevented it 
during 1944 or 1943. You seem to be bumping your maintenance unless you 
put pressure on to get air mail. 

Mr. Symincton: The answer is that we were in the war years when there 
was a great deal of air mail. That is what the real answer is, I think. 


Mr. Mure: Do you not think that the cessation of twice as many postal 
deliveries all over Canada greatly reduced the advantage of air mail? 


Mr. Symineton: Of course that is the trouble. You take Winnipeg, for 
example. If you live outside the business area, there is no mail collection after 
4 o’clock in the afternoon. The result is that if somebody posts a letter at 
5 o’clock, it lies there until collection next day, and then it travels 24 hours later 
than it otherwise should have or roughly 24 or 20 hours or something like that. 
Then it goes east and there is only one delivery in the morning, and none in the 
afternoon. The result is that people say, “Well, what is the use of sending by 
air mail under those circumstances?” Business people continue it. 


Mr. Murcu: And with half the walks in Winnipeg, the mail leaves the loca] 
post office at 10 o’clock in the morning, and a letter that leaves us tonight will 
get there to the post office tomorrow morning, 20 minutes or half an hour after 
the postal walk has gone out, and it lies there 24 hours. 


Mr. Symineron: Yes. These things will right themselves. I have been dis- 
cussing it with our people, having in mind negotiation with the post office. 
And while there is a slight decline, month by month now, due to the changing 
conditions of the soldiers, I have not any doubt that air mail will increase. We 
will go after it. We have not gone after it. I have not any doubt that it will 
increase; in fact, as somebody else says, I think in a few years that all first- 
class mail will be carried by air. 

Mr. Rew: On page 14, Mr. Symington, what is the meaning of itens 675 and 
676, fuel and oil—sales? 

Mr. Symineton: Sales? Those are sales to people who come to the airport. 
They fill up their tanks and we sell it to them just the same as anybody else. 


Hon. Mr. Hows: Private planes. 
Mr. Ret: Is that revenue? 
48287—5 
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Mr. Symincton: That is revenue and the cost is, of course charged up. 
That is expense you are looking at. In the incidental services that I gave you. 
The revenues from it are in the incidental services. 


Mr. JackMAN: Mr. Symington, how much was paid to the Department of 
Transport for landing fields and any other payments to the Department. of 
Transport? 


The CuairMaAn: It would be nice if we could adopt this report today. I do 
not know whether it is agreeable. We have been through it pretty well. 


Mr. Symrncron: Approximately $105,000 or $106,000. That is some place 
near it. 

Mr. Jackman: Are there any other fees paid to the Department of Transport 
for operation? 

Mr. Symincton: Well, we pay certain rentals for buildings and that sort 
of thing. I do not know what they are. 


Mr. Jackman: I was wondering if you had a total break-down. 


Mr. Symincron: No. That is included on the figure we gave. That is the 
total we paid the Transport Department, $105,000. 


Mr. Jackman: Rental of buildings, rent of fields; are there any other items? 
Mr. Symincron: No, I do not think so. 


to engines? 

Mr. Symincton: Oh, yes. 

Mr. Hazen: You make your own repairs? 
Mr. SymineTon: Yes. 


that money put aside in a trust fund that you mentioned? 
Mr. SyminetTon: Yes. 
Mr. Hazen: Who are the trustees—the company? 
Mr. Symrincton: The officers of the company. 
Mr. Hazen: Yes. 


Mr. Symincron: Yes. Officers of the company. 
Mr. Rew: With regard to the item of rent of fields, buildings and offices, 
what rent do you pay for Sea Island? 


Hon. Mr. Hower: We do not rent Sea Island. 
Mr. Symineton: We pay landing fees. 


Mr. Hazen: What is your insurance fund invested in? There is no state- 
ment here. 


Mr. Symincron: All our insurance funds are in Canadian government 
securities. 


Mr. Coorrr: Yes, $755,000. 

Mr. Symrneron: $755,000 in Canadian government bonds. 
Mr. JackMAN: That is company and employees? 

Mr. Symineton: That is the insurance fund. 

Mr. JAcKMAN: Contributory? 


Mr. Hazen: Having regard to this item 614, do you make your own repairs © 


Mr. Hazen: Then with regard to item 617, flying equipment insurance, is 
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Mr. Cooprr: Yes. 
Mr. Symineron: We pay for Sea Island about $8,500 a year landing fees. 


Mr. JAcKMAN: What is the basis of renting fee charged by the Department 
of Transport? 


3 Mr. Symrneton: I think it is $100 the first schedule, $50 the additional] 
schedules. 


Mr. Jackman: Schedule? 


Mr. Symrneron: Regular fees all over; Canada, the United States, all 
over. 


Mr. JACKMAN: In other words, for the first plane you land it is $100 and the 
second plane the same day is $50? 


Mr. Symineron: Yes, $50. 
- Mr. Eneuisn: That is a month. 
Mr. Symineron: That is per month. 
Mr. JACKMAN: That is pretty cheap, is it not? 
Mr. Symineton: Well, no. 
Mr. Hazen: To how many persons do you pay pensions? 


Mr. Symineton: Well, I do not know that we pay any yet. I hope not. 
We are too young. 


Mr. Hazen: What is item 695 on page 14, pensions $133,000? 

Mr. Symineton: That is our contribution to the pension fund. 

Mr. Mayank: That is your 5 per cent, is it not? 

Mr. Symineron: That is our 5 per cent contributed to the fund. 

Mr. Maypanx: You do not happen to know how big that fund is now? 
Mr. Symineton: Yes. 

Mr. Maysanx: You would know, Mr. Cooper, would you not? 

Mr. Cooper: Yes. 


Mr. Maypanx: I was wondering how much is in there outside of the other 
o per cent. 


Mr. Symrneron: I will give it to you; $513,163. 


Mr. Maypanx: You mean that is the corresponding contribution to the 
$133,000? 


Mr. Symineron: No. Our contribution is $268,898. 

Mr. Maypanx: To date? 

Mr. Symincron: To date. 

Mr. Maysanx: Accumulated? 

Mr. Symineron: Yes. 

Mr. Mayzanx: And the other contribution is a little bit more? 
Mr. Symineron: $284,000. 

Mr. Maysanx: Just a few people put in more than 5 per cent? 
Mr. Symineron: Yes. 


Mr. Ret: If you have to land in any other field outside of the regular - 
field, is that expense to the company? Do you bear the expense of transporting 
the passengers in? 


242 STANDING COMMITTEE 


Mr. Symineron: Yes. 


Mr. Rem: It is not an expense taking them out to ae field. They are 
taken out by taxi, I presume, and that is their own expense? 


Mr. Symineron: That is their own expense. 
Mr. Ret: But if you land in an emergency field, that is an expense? 
Mr. SymineTon: Yes. We take care of that. 


Mr. Beauporn: If you start operating international lines, will you have 
Canadian crews stationed at every air port in foreign countries in order to 
service your planes when they land and when they take off? 


Mr. Syminectron: Nobody but Canadian crews can fly our planes. 
Mr. JACKMAN: Or service them? Mr. Beaudoin was asking about servicing. 
Mr. Beauporn: Yes, servicing. 


Mr. Symincton: That is a question which depends upon the view the 
company may have as to whether the organization which would service them is 
capable or not. In any event, we will have their own superintendents there if 
somebody else does the servicing. For instance, at the moment Scottish Aviation 
service our planes at Prestwick, Scotland, but we have men there to superintend 
it and see that what we want done is done. 


Mr. BeaupoIn: So you will have a crew at every air port. 
Mr. Rei: I move the adoption of the report. 


Mr. JAcKMAN: Just a minute. I am not through yet. Under aircraft and 
operation, maintenance and depreciation, passenger meals $212,000 as against 
$161,000. That is entirely an increase in the cost of food. 


Mr. Symineton: An increase in the cost of food, increased annie of 
passengers and we hope a little better meal. I do not know whether it is or not. 


Mr. JAcKMAN: I notice depreciation is down substantially from $490,000 
in 1943 to $304,000 in 1944. 


Mr. SymineTon: Yes. 
Mr. JACKMAN: Why is that? 


Mr. Symineron: That is because we did this big number 7 job on those 
thirteen planes and rebuilt them, we added one and a half years to the life of 
the plane, so that we were able to depreciate them that much less by reason of 
the great expenditures we made in our maintenance and operation. 


Mr. JAcCKMAN: You made those expenditures in 1944 or 1943? 

Mr. Symineton: We made those expenditures in 1944. 

Mr. JACKMAN: ‘That is item number what? 

Mr. Symineton: 611, 612, 613, 614. The big ones are 608, 614 and 611. 


Mr. Maypanx: ‘The expenditures there set down gave you a year and 
a half additional? 


Mr. Symineron: Yes. I may say with respect to our depreciation account 
that it is, if anything, over depreciated, not under. 
Mr. Brauporn: I second the motion, if it is in order. 


Mr. Mayspank: It is 6 o’clock. 


The Cuairman: Yes, it is 6 o’clock. I do not want to rush the committee. | 
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Some Hon. Memprrs: Carried. 


The CuamrMan: The adoption of the report is moved by Mr. Reid and 
seconded by Mr. Beaudoin. If that is agreeable, we will call it a day. 


Motion agreed to. 


The Cuairman: Now, with regard to the next meeting. What about Wed- 
nesday afternoon at 4 o’clock? That is tomorrow afternoon at 4 o’clock? Would 
that be agreeable to the committee, or do the committee wish to sit tonight. 


Some Hon. Members: No. 


The Cuamrman: Apparently not. Then we will meet to-morrow after- 
noon at 4 o’clock. 


Some Hon. Mrmpers: Agreed. 
Mr. Bravupoin: What is the next item? 


The Cuarrman: Bill 21, I believe. Oh, yes, there is the auditors’ report. 
Mr. Matthews did not read that when he read the C.N.R.’s report. 


Mr. Jackman: I do not suppose there is any use in having the old post 
office contract, if we are going to tear it up. 


Hon. Mr. Howe: I do not know that there is very much use. 
‘Mr. Symineton: We have not got a post office contract, 


The Cuairman: Then we can adjourn until to-morrow afternoon at 4 
o’clock. 

The committee adjourned at 6 p.m. to meet again on Wednesday, October 
ol, at 4 p.m. 
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ORDER OF REFERENCE 


WEDNESDAY, 31st October, 1945. 


ORDERED: 
That the name of Mr. McLure be substituted for that of Mr. Harris 
(Danforth) on the said Committee. 
Attest 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORT TO THE HOUSE 
THurspay, November 1, 1945. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 
THIRD REPORT 


Your Committee has considered the following bill which was referred to 
it on 29th October, 1945 and has agreed to report same without amendment: 


BILL No. 21—“AN ACT TO AMEND THE TRANS-CANADA AIR 
LINES ACT, 1937”. 


All of which is respectfully submitted. 


RALPH MAYBANK, 
Vice-Chairman. 
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MINUTES OF PROCEEDINGS 


Room 429, 
Wepnespay, October 31, 1945. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4 o’clock p.m. Mr. S. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Clark, Beaudoin, Belzile, Bourget, EKmmerson, 
Gibson (Comox-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, 
Maybank, McCulloch (Pictou), McLure, Mutch, Nicholson, Picard, Reid, Shaw. 


Honourable C. D. Howe, Ministér of Reconstruction, was also present and 
took part in the proceedings. 
In attendance: 


Officers of Trans-Canada Air Lines: Mr. H. J. Symington, C.M.G., K.C., 
president; Mr. W. F. English, Vice-President; Mr. T. H. Cooper, Comptroller. 


Auditors; Mr. O. A. Matthews and Mr. F. M. Stone, of the firm of George 
A. Touche & Co. 


Officials of the Department of Transport: Mr. C. P. Edwards, O.B.E., 
Deputy Minister; Mr. R. H. Lang and Mr. A. B. Hopper. 


"Mr. G. Herring of the Post Office Department. 


The Committee considered the Report of the Auditors to Parliament as 
it relates to Trans-Canada Air Lines. 


Mr. O. A. Matthews was called. He presented the Auditors’ Report and 
questions thereon were answered by the witness and also by Mr. Symington. 


On motion of Mr. McCulloch (Pictou), the said Report was adopted 
unanimously. 


The Committee then considered Bill No. 21 intituled, “An Act to amend The 
Trans-Canada Air Lines Act, 1937”. 


The said Bill was severally read and examined clause by clause, and 
Sections 1, 2, 3, 4, 5 and 6 thereof were agreed to. 


Mr. Symington and Mr. G. Herring were heard in relation thereto. 


At 6.10 o’clock p.m., the Committee adjourned to meet again at 4 o’clock 
p.m. Thursday, November Ist., 1945. 
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Room 429, 
Tuurspay, November 1, 1945. 


_ The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4 o’clock p.m. Mr. 8. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Clark, Beaudoin, Belzile, Bourget, Emmerson, 
Gibson (Comoz-Albernt), Harkness, Harris (Grey-Bruce), Hazen, Jackman, 
Maybank, McCulloch (Pictou), McLure, Moore, Mutch, Nicholson, Reid, Shaw. 


Honourable C. D. Howe, Minister of Reconstruction, was also present and 
took part in the proceedings. 


In attendance: Mr. H. J. Symington, C.M.G., President, Mr. W. F. English, 
Vice-President, of Trans-Canada Air Lines; Mr. C. P. Edwards, Deputy Minister 
of Transport; Mr. R. H. Lang and Mr. A. B. Hopper of the Department of 
Transport; Mr. G. Herring, of the Post Office Department. 


f s 
The Committee resumed from the previous meeting consideration of Bill 
No. 21, intituled: “An Act to amend The Trans-Canada Air Lines Act, 1937”. 


Sections 7, 8, 9, 10 and 11 of the said Bill were severally read, examined 
and agreed to one by one. The title was also agreed to. 


Mr. Symington and Mr. Herring were heard in relation thereto. 


Mr. McCulloch (Pictow) moved that the said Bill be reported to the House 
without amendment and the question being put the motion was carried by 
the following division: Yeas 12, Nays 3. 


It was agreed that the following members be nominated to act with the 
Chairman as a sub-committee to draft-a Report to the House on matters referred 
to the Committee other than Bill No. 21: Messrs. Beaudoin, Harris (Grey- 
Bruce), Jackman, Maybank, Nicholson and Shaw. The sub-committee to 
submit the draft-Report to the Committee for consideration at a later date. 


The Chairman, Mr. 8. Murray Clark, expressed the thanks of the Committee 
to the Minister of Reconstruction and the Officers of Trans-Canada Air Lines 
for their attendance. Also to the members of the Committee for their co-operation. 


At 5 o’clock p.m., the Committee adjourned to meet again at the call of 
the Chair. 


ANTOINE CHASSE, 
“Clerk of the Committee. 


MINUTES OF EVIDENCE 
| Hovuss or Commons, October 31, 1945. 


The standing committee on Railways and Shipping met this day at 
4 o’clock p.m. The Chairman, Mr. S. M. Clark presided. 


The Cuarrman: Gentlemen, I think last night at 6 o’clock the next order 
of business was the report by the auditors on Trans-Canada Air Lines. When we 
were dealing with the other reports I think we had Mr. Matthews read the 
report, and then any discussion took place afterwards. Is that procedure 
agreeable with the committee? 

Some Hon. Mremprrs: Agreed. 

The CuarrmMan: All right, Mr. Matthews. 


Mr. O, A. Matruews: Mr. Chairman and gentlemen, you will recall that 
on Thursday we dealt with our report excepting page 6 which deals with the 
Trans-Canada Air Lines, because at that time the accounts had not been 
considered by the committee. It reads as follows: 


TRANS-CANADA AIR LINES 


The Trans-Canada Air Lines has not been included as a constituent 
unit of the National System although 100 per cent stock ownership of 
the Air Lines is vested in the Canadian National Railway Company. 

Supplementing our audit certificate appended to the accounts pub- 
lished by the Air Lines, we make the following comments on the income 
account and balance sheet:— 


~ Income Account 


Mail revenue is based on the rates per plane mile flown in approved 
mail services in accordance with the trans-Canada mail contract. 

The surplus for the year 1944 amounting to some $7,000 is after 
making provision for the general expenses of operation and:— 


(a) Interest 5 per cent on the “capital invested.” For the purposes 
of the trans-Canada contract, the paid-up capital stock has been 
taken as representing the “capital invested”; 

(6) Depreciation of ground facilities; 

(c) Depreciation of flying equipment—at reduced rates due to ex- 
tention of estimated service life; 

(d) General taxes; 

(e) Company’s portion of pension accruals under the air lines 1943 
plan and 

(f) Company’s portion of pension accruals for transferred employees 
remaining under the C.N.R. 1935 plan. 


The total of provisions (a) to (f) approximates $1,104,000. 

The surplus for the year shows a decrease of some $140,000 in 
comparison with 1943. Broadly speaking, this decrease in the surplus is 
accounted for by the much higher ratio of direct operating costs to 
revenues together with increased charges for pensions—less substantial 
reductions in the provisions for depreciation, inventory and insurance 
reserves in 1944. The higher ratio of operating costs is partly attribut- 
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able to major overhauls, necessitated by war-time conditions and 
designed to extend the service life of flying equipment beyond the original 
estimate. Based on the estimated extention of service life, the company 
reduced the rates of depreciation for flying equipment and made no 
provision to increase the inventory reserve in 1944. 


Balance Sheet 


The insurance fund is composed of cash and Dominion of Canada 
securities. The year-end market value of the securities exceeded the 
book figure. The fund increased approximately $234,000 during the year 
with no major loss claims being reported outstanding at the date of 
the balance sheet. 

Investments in property and equipment are carried on the basis of 
cost. The net additions and betterments during the year approximated 


$829,000, the principal addition being the purchase of 3 Lockheed aircraft. 


including spare engines and radio equipment. 

The amount of paid-up capital stock remained unchanged in 1944. 

In respect of pension plans, it should be noted that: — 

(a) Under the air lines 1943 plan, which is maintained on an accrual 
basis, the cash contributions by the company and employees 
presently in service are invested through the separately admin- 
istered pension trust fund, the accounts of which are not included 
with those of the air lines. Apart from the foregoing, the 
company has made provision in its accounts covering employees’ 
contributory rights not yet exercised. 

(b) The contributions by transferred employees presently in service, 
who have elected to remain under the C.N.R. 1935 plan, are 
invested through the separately administered pension trust. fund 
under that plan, the accruals for which the company is liable in 
respect of transferred employees being paid to the Canadian 
National Railways. 

The aceounts of the Trans-Canada Air Lines are stated in Canadian 

currency converted mainly at the par of exchange. 

We have received the customary certificates from the responsible 
officers of the air lines relating to current maintenance and physical 
retirements of capital assets. ; 

In respect of the air lines the test audit for the year 1944 was similar 
in scope to that of the National System previously outlined in this 
report. 

Yours faithfully, 


GEORGE A. TOUCHE & CO. 


The CuarrMan: Are there any questions? 


Mr. Jackman: Mr. Matthews, we had the item of depreciation up at the 
last meeting, and it was brought out there that considerable sums were spent 
on refurnishing the engines“and planes which gave them an extra life of a year 
and a half. I presume this new depreciation rate is amortization on the cost 
spread over the period, plus a year and a half. Is that it? } 

Mr. Marruews: Yes. The major overhauls extended the estimated service 
life of the equipment up to 1946 for the majority of the planes and for some of 
the Lodestars up to the end of 1947. On that point, the depreciation of aircraft, 
propellers, engines and so forth decreased during the year by about $300,000. 
But if you would turn to the operating expense accounts and refer particularly 
to the repair accounts— pes 


Mr. JACKMAN: We noticed that yesterday. 
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Mr. MarrHnws: —you would find that the increase for 1944 was $374,000. 


_ We have to take into account, of course, the increased plane mileage flown. But 


taking that into account, the figure would be $312,000 on the basis of the same 
plane mileage. That indicates the extent to which major overhauls are charged 
in the 1944 accounts. 

Mr. JAcKkMAN: You feel perfectly satisfied as auditor that the change, if you 
like, in the method—of course, for a good reason—truly reflects the accounts of 
the company and the position of the company? 

Mr. Marrurews: Yes, Mr. Jackman; because under the conditions existing 
in the last year having to do with the purchase of new equipment, we all know 
it just was not practicable; and the original service lives given to the planes 
had to be extended if they were to continue to operate with safety. So there 
was no other choice that we could see but to extend the original service life of 
the planes by these major overhauls. In view of the fact that the decrease in 
the depreciation on the flying equipment is exceeded by the amount of major 
repairs, after taking into account the increased plane mileage flown, we think 
that is a fair indication. I should like to say this too, Mr. Jackman, that the 
proof of that will be when the end of 1946 and 1947 arrives, because naturally 
we have to use our best judgment in these matters but we are not prophets. Out 
of the 26 planes, 17 of them under this revised depreciation rate would run out 
at the end of 1946 and 9 at the end of 1947. In other words, if the present fleet 
remained in service until those dates, the depreciation rates as revised will have 
been substantiated. Then, of course, there is the further possibility of sale 
value, of which we are not in a position to judge. But all things taken together, 
we feel that the accounts reflect a fair picture, having regard to the necessary 
major overhauls. 


Mr. JAckman: I do not think from looking at the statement that we could 
possibly do other than compliment the line on their general depreciation policy. 
Mr. Marruews: Yes. 


Mr. JackMAN: But with respect to the year 1944, and perhaps in view of 
the fact that there may have been over depreciation or depreciation that was on a 
very conservative basis, to say the least, do you think they drew upon their 
surplus or fat as it were, to reduce the amount that they had to set up for 1944? 
Mr. Marruews: For depreciation? 


Mr. JackMAN: Yes, for future years. Mind you, in the end everything will 
be all right. But I want to know with respect to the year 1944, looking at it on 
its own feet alone and not at the conservative policy adopted in the foregoing 
years, was a sufficient amount set up for 1944? I know you will arrive at the 
right end if you continue until 1946 and 1947. 


Mr. Matruews: You must take into account your repair costs. 
Mr. JAcKMAN: Yes. I grant you that. I am only asking your opinion. 


Mr. Marruews: That is what I say. We could only form that opinion if 
we could see that the repair costs per mile flown for 1944 were sufficiently higher 
to merit the decrease in the depreciation accrual for 1944. That is the thing 
that justifies it in our mind. If repair costs in 1944 had remained stationary 
per plane mile flown, even if these planes did continue in operation until 1946 
and 1947, there would be the point that’ you bring up, that we would have been 
drawing, as it were, on the conservative policies of the previous years. But in 
view of the increased plane mile costs for overhaul repairs, we do not think that 
that is the case. 


Mr. Jackman: I believe at another sitting in a prior year it was brought 
out that the president did not receive any remuneration at all directly from the 
T.C.A. but merely got his remuneration as a director of the C.N.R. 


Mr. Matruews: Yes. 
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Mr. JAckMAN: That is so? That continues so? 

Mr. MatrHews: Yes. 

Mr. JackMAN: Of course, if the president were paid the amount that I 
think all of us will say he is worth, it would be a substantial item in the operating 
expenses. It would, I should think, turn that little surplus of $7,000 odd into 
something less than 5 per cent earned on your capital. In your opinion, Mr. 
Matthews, what should a man who can discharge well the functions of president 
of an air line as large as T.C.A. receive annually? 

Mr. Matruews: Now, Mr. Jackman, you would not expect me to answer 
that question, would you? 

Mr. JAcKMAN: I certainly would. 

Mr. Marruews: The arrangement is that the Canadian National Railways 
supply certain services. 

Mr. Jackman: Do you think that accounts for a lot of this surplus they 
gave us last year? 

Mr. Marrnews: But, Mr. Jackman, I think if I remember correctly, Mr. 
Symington said yesterday that the arrangement between the C.N.R. and the 
air lines was one of benefit to both. We agree with that statement. 

Hon. Mr. Howr: How much do you think Mr. Symington’s services are 
worth? 

Mr. Jackman: To T.C.A.? 

Hon. Mr. Hown: Yes. 

Mr. JAckmaAN: You could not begin to bet them on the market for $25,000, 
and I do not know how much higher he should be paid. But if he gets $25,000, 
as he is getting, I do not know why he does it, I suppose it is love of country, 
the same as some of the rest of us. 

Mr. Braupoin: How does the salary of the actual president of T.C.A. 
compare with the salaries paid to the president of similar companies in the 
United States? 

Mr. JAcKMAN: He does not get anything. He is a public servant. 

Mr. Marruews: I do not think you can predicate accounts on the hypo- 
theses as to what they should be “if”. The fact of the matter is that at the 
present time it is not costing T.C.A. any money. 


Mr. JAcKMAN: Here we have a gentleman of high executive calibre whose 
services now given to T.C.A. could command a very substantial sum in the 
market, but. who for reasons of his own sees fit to devote his time and energies 
in part to T.C.A., and there is no charge for that. I am suggesting that if 
there had been a charge at all commensurate with the quality of his services it 
would have been an additional item in the operating expenses which would 
have had a serious effect. on the surplus account which now shows a balance 
of $7,409 in favour of the company, and that would have been turned into a 
deficit. You do not disagree with my generalizations? 


Mr. Marruews: If there had been a salary of $25,000 or $50,000, the 
results would have been changed by that amount. We could not go beyond the 
fact that T.C.A. are enjoying the services of Mr. Symington and you gentlemen 
are in a position to approve their value. But they are not reflected in the 
costs because T.C.A. does not have to pay. 7 


The Cuarrman: Are there any other questions? 


Mr. Jackman: In the last paragraph—I have only got this French version 
and I am not getting on very well with it—but at the bottom of page 6 you men- 
tioned that there was a decrease in the appropriaton for pensions depreciation 
inventory. What were the totals for the two years and what is the relation 
between them. 
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Mr. Marruews: Depreciation on equipment decreased $299,600. Depre- 
ciation on ground facilities decreased $40,000, and in that case it was because 
the depreciation period was over. In other words, the assets were fully depre- 
ciated so far as certain ground facilities were concerned. 

Mr. Jackman: I did not get all those figures. 

Mr. MarrHews: On aircraft they werre $300,000; on ground facilities, 
$41,000; and on insurance $145,000. 

Mr. JAckMAN: These are the decreases? 


Mr. Marruews: That is right, of the special items we mentioned, and the 
inventory adjustment, $238,000. 


Mr. JAcKMAN: What do you mean by adjustment, exactly? 


Mr. Matrnews: That is related to the extension of the service life of the 
‘planes. In 1943 the depreciation rate was based on the original level. of three 
and four years. The purchase of parts for the planes had created an inventory 
that, over the original expectation of life, would not have been used up in 
service. Therefore, it was deemed advisable to make a reserve against that. 
The reason why these inventories were piled up was that the company had to 
purchase the spares when they were available. But with the extension of the 
life of the planes, the apparent surplus now in the stores has already been 
provided for in the reserve which was created in 1943. It was the original 
intention to make a reserve of a similar amount in 1944. But that was before 
the major overhaul program was decided upon. So, naturally, if an increase 
in the reserve was not required in 1944, the charges would show a decrease in 
comparison with 1943. Would you like to identify that item? 


Mr. JAcKMAN: The $238,000 is the difference? 
Mr. Matrruews: The difference is $238,000. 
Mr. JAcKMAN: Between the inventory reserves? 


Mr. Marrnrws: Account Six-fifty-two, Mr. Jackman. You see, in 1943 
there was an appropriation of $230,000. 


Mr. JAckmMAN: In 1943 you set up $230,000 which you charged to operating 
expense as a reserve against inventory? 


Mr. MatrHews: That was regarded as part of surplus stores at that time. 


Mr. Jackman: And then, in the 1944 accounts you transferred that 
$230,000 back? 

Mr. Marrurws: No. We did not make a similar charge ‘in 1944, Mr. 
Jackman, on account of the extended service life of the planes. It is now con- 
sidered that the reserve that has been established will be sufficient to take care 
of the surplus stores at the end of 1946 and 1947 when the presently estimated 
service life of the planes is run out. 


Mr. JAcKMAN: But you get minus $7,238? 


Mr. Marruews: Minus $7,138, because in 1944 there were some minor 
adjustments that created a credit. Then, on the other side, pensions increased 
$107,000. Those were the special items to which we made reference. 


Mr. Rep: I have a question to ask Mr. Matthews. I note on page 7 of the 
annual report, in speaking of airway facilities, it speaks of the Department of 
Transport’s improving runways and field facilities, airport lighting and naviga- 
tion aids required for the safe and scheduled conduct of air operations. Perhaps 
it is not within your scope, but I was just wondering what the amount would be 
if the Transport department did not do that. It would certainly be an added 
cost to the operations of T.C.A. It would be interesting to know just what 
services the Department of Transport provide. After all, this committee is 
entitled to know how much the public is contributing towards that work and 
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how much the company is getting, apart from its passenger revenue. Here there 
seems to be an item which, if they had to pay for it themselves, would be fairly 
costly. 
Mr. Martrnews: I am afraid the Department of Transport would be the 
source of that information. | 

Mr. Rei: I shall certainly inquire about it from the Department of 
Transport. because I want to have the complete picture. Sometimes we hear 
about the postal department doing so well, but on the other hand you may go 
back-and dig into that. 

Mr. Suaw: I brought up this same matter the other day and I concur in the 
view expressed by Mr. Reid. I feel it is very difficult to get a true and correct 
picture if we do not know the extent to which the Department of Transport has 
made expenditures on behalf of the operations of T.C.A. And in the same con- 
nection, I would second the observations by Mr. Jackman with respect to the 
salaries which have to be paid in the future, when T.C.A. has its own president. 
I think those are very important items. I would support Mr. Reid in asking 
that that information be supplied at the earliest possible moment. — 

Mr. Hazen: On page 50 of the estimates for 1946, under airways and 
airports, construction and improvements, including lighting and radio facilities, 
$2,419,250, those facilities may not all have been used by “P.C-As2 

The Cuarrman: It is too bad that these questions could not have been asked 
when the Minister of Transport was here because there is no one here now. 

Mr. JacKMAN: It is one of the major subjects of this investigation and I 
would say that it was certainly not due to any oversight when this subject was 
brought up. 

Hon. Mr. Howe: I can relieve your mind on that. I am the minister who 
is responsible for airports. It has nothing to do with T.C.A. T.C.A. operates 
on the theory, just as any other airway does, that the airports are not their 
responsibility. If the airports are not suitable, then they cannot go to them. 

Mr. JAcKMAN: The exact difficulty, Mr. Howe, is when you leave the 
realm of private enterprise, where individual items are on their own footing, 
you do not know where you are at. Consequently one has to ask questions, in 
order to get things clarified. Here we have a man like Mr. Symington serving 
free of charge. 

Hon. Mr. Howe: Do you object to it? 

Mr. Jackman: No, I do not, but it is unusual. 


Hon. Mr. Howe: It is not unusual. We have had fifty doing the same thing 
within the last five years. It may be unusual for some men, but usual for others. 
That is the only difference. Eas 

Mr. JAcKMAN: That is right, but I do think it is an unusual circumstance, if 
we look upon T.C.A. as a business concern. That is what is in the minds of 
some of the members, at least, around this table, because we want to know what 
the true operating costs are not only as they are reflected in the accounts which 
are opposite, but with respect to those items which are left out. I do not think 


you will get a president who will not expect some remuneration for his services. 


Hon. Mr. Howe: That is why a public operation can operate in the black 
where a private operation operates in the red. 


Mr. Jackman: I do not understand what you are saying, 


Hon. Mr. Hows: It is one reason why this operation is in the black and 
why another operation is in the red. 


Mr. Jackman: That may be one of the reasons but here you have got 


expenditures which dwarf the total capital invested in the T.C.A. into a mole 


hill, expenditures on the part of the Department of Transport in the way of — 
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providing facilities. All that this committee wants is an examination of them 


_ to make sure that we at least pass our judgment on them in our capacity as 


representatives of the House of Commons on this committee, and because we 
have the responsibility of reporting back to the House. 

I feel we should know what the tie-in is between the departments, the 
T.C.A., if you like, and the Department of Transport. -There is a feeling which 
I think is quite well justified that the tie-in is so close that we are never 
quite sure just how things are. Yesterday, Mr. Symington said that as long as 
he was there things were going to be run on a strict businesslike basis. I take 
no exception to that but it is hardly a businesslike basis to have Mr. Symington’s 
services donated-to the T.C.A. 

Hon. Mr. Howe: As a matter of fact the airport position is quite clear. 


It is the same in Canada as it is in the United States, the United Kingdom or 
any place else. St. John is very anxious to get service from the Trans-Canada ; 


Air Lines. Trans-Canada Air Lines like to give service, but they cannot 
give service because there is no airport. Until somebody builds an airport 
there they will not be able to give service. The same would apply to the city 
of Montreal if they had no airport, or to the city of Toronto. The state builds 
the airports. 

Mr. Suaw: There is a difference though between a privately owned airport if 
there is such a thing and a governement owned airport because out of taxation 
must come the money to maintain the government airport. 

Hon, Mr. Howe: The only difference is whose taxation. With a city airport 
it comes out of municipal taxation; with a federal airport it comes out of federal 
taxation. 

Mr. SHAw: This is a nationally owned enterprise, not a municipally owned 
enterprise. 

Hon. Mr. Howe: There are privately owned enterprises that use the same 
airports. 

Mr. SHAw: We are not dealing with those. 

. Mr. Symineton: May I ask is it not the same thing? Whether it is run by 
a public or a private corporation neither of them build airports. No private 
concern ever builds an airport and no public concern builds an airport. Whether 


the company is publicity owned or privately owned makes no difference as to 


the subject you are discussing. If this line were run by the Canadian Pacific 
Air Lines or any other air line they would not build airports. Neither do any of 
the private companies in the United States or in any other country. Neither 
do they build docks if they are running ships or anything of that kind. You 
operate an air line and land at airports which are prepared, and it does not 
make any difference, as I see it, whether it is publicly owned or privately 
owned as to this subject you are discussing, namely: who builds the airports? 
The dominion government in any event builds the airports; the United States 
in any event builds the airports: the British government in any event builds 
the airports, and the French government builds the airports. All governments 
build the airports. It does not matter who operates the line as far as airports 


.the line as far as airports are concerned. 


Mr. JACKMAN: We can see all that, but we have the government through 
its chosen instrument desiring to have a monopoly of all important air lines in 
the country and issuing an order to those Canadian companies which are now 
operating and which might use these airports to divest themselves of their air 


services. That applies to the only other main competitor, and the situation is 


very close. Of course, some of us are of a suspicious nature. That is our 


business. 
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Mr. Symrneron: I realized that. 

Hon. Mr. Howe: You have noticed that. 

Mr. JAckMAN: We are therefore entitled to find out those facts which we 
consider relevant. If by some ruling of evidence it is shown that we cannot get 
the facts we can always go downstairs and plead our case there but while we 
are here we certainly want. to know what is the total cost to the people of 
Canada of providing air transport on the main lines where T.C.A. is the only 
operator. It is similar to a man having a farm in western Canada which is 
very poor land and needs irrigation. He pays $5,000 for his farm. Then the 
government comes along and spends $50,000—in fact, the relationship is more 
nearly $100,000—on irrigation, and it is said that the man makes a return of 
5 per cent on $5,000. That is not the return at all on the total expenditure. 

We have a somewhat similar case in front of us at the present time. In « 
spite of the fact that all countries provide airports we might just as well argue 
about docks and lighthouse facilities that the government does not provide the 
right of way. True they are providing landing grounds and railway stations and 
everything else, but why should we compare it with steamship docks? Why 
not compare it with land transportation? 

That brings me to the matter that the T.C.A. will be competing and is 
now competing with the railways which have to provide their own rights of 
way and their own terminal facilities. It also brings to mind the fact that. the 
government owns the T.C.A. and wants to expand it and drive private 
competition out. Yet you have the two governement services competing with 
each other. It is the same thing with the argument that goes on between truck 
owners and railway operators. The truck owners do not pay for the roads 
except in a very moderate way in gasoline taxes, and the railways cannot 
compete. They have to keep up their roadbeds and all their facilities while the 
local governments provide roads free of charge to the trucking industry. It is 
a very vital question. 

Mr. Nicuouson: The C.P.R. has not done too badly during the past at public 
expense. They had their land grants. 

Mr, Hazen: Steamship companies do not pay for the docks but they pay 
for the use of the docks? } 

Mr. Symineton: We pay landing fees at the fields. 

Mr, Hazen: In connection with railway transportation the railways put 
up their own stations? 

Mr. Symineton: That is true. Mind you, the railways got their rights of 
way through government grants. I am not going into that. All I say is that 
as the T.C.A. is being examined here we have not the slightest idea of the cost 
of the airports. I cannot give you that information; that is all.. No other air 
line can give it to you. 

Mr. Mutcu: It does not affect your operation at all? 

Mr. Symineron: It is not a part of our operation. That is not what we 
are here to do. I cannot give that to you because I do not know. 

Mr. JacKMAN: We are not questioning you particularly. It comes up quite 
properly under the bill. . 

Mr. NicHotson: The discussion does come up under this auditor’s report, 
does it not? ; 

Mr. MatrHews: Mr. Chairman, on that point without having any part in 
the discussion about the merits or demits of the supplying of these facilities by 
the Department of Transport, or whether Mr. Symington should serve with or 
without salary, I should like to make it clear that as far as these accounts 
and the information given to this committee are concerned the facts are made 
abundantly clear. I think that that is something we should bear in mind in 
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this discussion. We do not want any misunderstanding that the accounts, or 
the information given in relation to these accounts, fail in any particular to set 
out important information of that kind. The information is given to this 
committee and it is set forth in a way that there cannot be any misunderstanding, 

Mr, Retp: What was the reason for the increase in the amount provided 
for pensions? In 1943 it was $42,000. 

Mr. Marruews: $26,000. In 1943 there were just six months. The pension 
plan became operative the first of July, 1943. That is one of the reasons. That 
is Just half a year. In 1948 there was also an adjustment because of an over- 
estimate that was made in the previous year when the reserve was set up in 
anticipation of the pension plan coming into being. 

Mr. Rem: It seems such an increase. 

Mr. Marruews: To begin with the pension plah was only in effect for half 
a year in 1943. 

Mr. Rep: The other question I had in mind was speaking about the surplus 
on page 6. 

Mr. Marruews: Which? 

Mr. Ret: The surplus for the year shows a decrease of some $140,000 in 
comparison with 1943. The question there is is the provision for depreciation, 
inventory and insurance reserve in 1943 greater than 1944? 

Mr. Marruews: I have tried to explain that to Mr. Jackman. I will repeat, 
it for you. 

Mr. Rep: No, I will find it in the record. 

Mr. Marrunmws: I have no objection. 

Mr. Rep: You gave it in detail? 

Mr. Marrnews: Yes, but I will be glad to give it to you again. 
Mr. Rei: That is not necessary. 

The Cuarrman: Any other questions, gentlemen? 

Mr. McCuttocu: I move that the report be adopted. 

Mr. Picarp: I second the motion. 

The CHamrman: It has been moved and seconded that the auditor’s report 
be adopted. 

(Carried) 

The CHarrMAn: We have left now bill 21. 

Mr. Rep: When do we discuss the mail contract? | 

The Cuatrman: I believe under the bill. Just before we start I should 
like to mention that Mr. McLure has taken Mr. Harris’ place on the committee. 

Mr. Harris (Grey-Bruce): Mr. Harris of Danforth. 

Mr. Rem: As long as he does not want another ferry. 


= 


Mr. McLure: I might take this opportunity to say that I have been ai 
other meetings but I was not privileged to have anything to say. I want to 
ask the chairman now would it be in order at some future meeting for me to 
refer back to that particular part which I am interested in, the Borden ferries? 
Tt is just for the sake of getting some information that I think should have 
been recorded at that time. 

The CHarrman: Mr. McLure, I know that the committee is anxious to 
give you every consideration. What does the committee think about Mr. 
McLure’s request? When would be an opportune time for him to say a few 
words about that? 

Mr. Remp: What about witnesses? 
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The CHatrMANn: Perhaps the officials are here to answer that question? I 
am not sure. 

Mr. Rerp: Unless they are here it is going to be dfficult for Mr. McLure 
to get the information he desires. 

Mr. Mutcu: They have all been dismissed. 

The CHAIRMAN: How long would it take? 

Mr. McLure: Leave it over to the next meeting. 

Mr. Hazmn: When will the next meeting be? We may not have another 
meeting for some time. 

The CHarrmMan: The Canadiar National officials are not here. I do not 
know which one would answer your question. i 
Mr. McLure: There might be one of them here who could answer it 
at the next meeting. 

Mr. Hazen: If Mr. McLure does not speak now he may have to hold 
his peace for some time. 
Mr. McCuttocu: I think that has been gone over. 

The CHarrMAN: I know that the committee wants to be courteous to Mr. 
McLure, and I want to, too. Now, we will take up bill 21. I think it was 
suggested that the minister say a few words about bill 21 before it was dis- 
cussed by the committee. Does that meet with the approval of the committee? 


(Agreed) 

Mr. Mayspanxk: Have you got plenty of copies of the bill there? 

The CuairMan: Just a minute, and we will get a few more copies. 

Hon. Mr. Howe: The purpose of this bill was discussed fully in the House 
of Commons on the resolution and again on second reading. The purpose is 
to put Trans-Canada Air Lines in a position to undertake largely added respon- 
sibilities, through the -operation of lines outside Canada. The bill increases 
the capital of the organization and also changes the basis for the mail contract. 

The original bill provided that the mail contract would be automatic. It 
provided that the line would charge for passengers a roughly competitive rate 
with that of United States lines and that express and other charges would be 
similar to those of United States lines, but that the mail rate would be reduced, 
any increase in earnings, that is, that any earnings of the line would be 
charged 50 per cent to reducing the mail rate and 50 per cent to the credit of the 
company. 

It was an automatic feature. Once a contract was made the mail rate 
was adjusted automatically at the end of every year. That is found to be 


somewhat unworkable. The time has come when the demands of the passen- 
ger service exceed those of the mail service so far as the number of planes” 


is concerned, and the result is that we are putting on three and four services, 
and perhaps should have five, six or seven services, whereas the require- 
ments of the mail are satisfied by two or perhaps three services a day. The 
post office objected to carrying out the terms of the old Act in the matter of 
additional services. The result is that it seems at this time desirable to work 
out a different form of contract as far as the carriage of mail is concerned. 
This Act eliminates the automatic feature of fixing mail rates and leaves these 
negotiations between the air line and the post office department. It also leaves 


the governor in council free to add additional services on the recommendation : 


of the minister responsible for the Trans-Canada Air Lines operations. 

Mr. JAckMAN: What basis is that on? Is that on so much per pound 
of mail, per ton mile; what is the basis of that? pees 

Hon. Mr. Hown: We started with a rate of 60c per mile flown. 

Mr. Jackman: Is that per ton mile? 
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Hon. Mr. Howe: It is not ton mile, no; it is a mile flown. The post office 
had the right to put in as much mail as they wished to on any single flight 
up to 1,200 pounds, that 1,200 pounds would take priority over any other load. 

Mr. Reto: Would it take priority over passengers? 

Hon. Mr. Howe: Yes, it took priority over passengers. For that they 
paid the air lines 60c per flight mile flown. 

Mr. JAcKMAN: That would be over established routes? 

Hon. Mr. Howe: Over established routes, yes. 

Mr. Nicuouson: And every flight would be charged? 

Hon. Mr. Howe: Every flight would be charged, yes. 

Mr. Maypanxk: That dropped down to? 

Hon. Mr. Howe: 42c. It was adjusted at the end of each year. 
Mr. Maypanxk: That priority always remained in force? 

Hon. Mr. Howe: Yes. 

Mr. JAckMAN: This terminology is confusing at times. When you say, 
“per flight operated’, does that mean that if there are two flights a day, the 
post office department would have to pay twice as much as they would for one 
flight? Is that the way it works out? 

Hon. Mr. Howe: That is perfectly correct. 

Mr. JAckMAN: And at the end of the year if there was a profit the con- 
tract rate would be reduced by 50 per cent? 

Hon. Mr. Howe: By 50 per cent of the profits. 

Mr. JAcKMAN: And if there is a loss? 

Hon. Mr. Howe: If there were a loss the contract flights would be increased. 

Mr. Rep: That is for the whole operation? 

Hon. Mr. Howe: Yes. 

Mr. JAcKMAN: Was the price increased by the full extent of the loss, or by 
50 per cent of the loss? 

Mr. Symineton: By the full extent of the loss. 

Hon. Mr. Howe: By the full extent, was it? 

Mr. Symineron: Yes. 

Hon. Mr. Howe: There never has been any loss so it has not been applied. 

Mr. NicHotson: Under the present contract have you information as to 
the cost per ton mile? 

Hon. Mr. Howe: It could be worked out. Have you got that there? 

Mr. SyMiIncTton: We have it. 

Mr. NicHouson: Did you say you have that available? 

Mr. SyMINGTON: Yes. 

Mr. Nicuoxtson: Mr. Herring, of the department, might have that. 

Mr. Symincton: We can get that. 

Mr. JACKMAN: Was the rate originally in force reduced once, or twice? 

Mr. Symineton: There has been a drop every year, actually. 

Mr. Jackman: But there has been no change in principle? 

Mr. Symincron: No, just simply applied to the contracts reducing it as we 
got more passenger earnings. The mail rate was reduced from 60c to 54c, to 50c 
and down now to 42c. 

Mr. Harris: Should we not let the minister finish his statement? I think 
he was just in the middle of the mail contracts. 

48530—2 
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Mr. JACKMAN: He was going to give us the basis of the main contracts. 

The CHAIRMAN: He is just busy for a moment. 

Mr. NicHoutson: While the minister is working out what he has there before 
him, I wonder if someone could tell us the rate paid to the Canadian Pacific Air 
Lines per ton mile? 

The CHarrMAN: That is not a matter which belongs to this committee. 
While Mr. Herring is here, I do not suppose he would have any right to give 
evidence unless he is called by the committee. Perhaps the T.C.A. could give any 
information which they might have. 

Hon. Mr. Howe: The mail rates for the Canadian Pacific are on a different 
basis; they are based on the pound of mail, or the ton of mail. 


Mr. Nicuouson: I thought we might have some basis of comparing what we 
have been paying to the C.N.R., and if we have the information we might be 
able to compare it with the C.P.R. 


Hon. Mr. Howe: I have no information on rates to the Canadian Pacific. 
I dare say Mr. Herring could be called later and give you that information. 


Mr. Mutcu: Let us have the statement. 


Mr. Herrine: There is really no comparison between the T.C.A. and C.P.A. 
because the situation with respect to each is decidedly different. The C.P.A. 
handles a diversified traffic, it carries everything; and it is not even air mail, 
particularly; it carries parcel post as well. I think the rate is 50c per mile. 

Mr. Maysank: There are a number of different contracts, according to the 
route served. 


Mr. Ret: I think we better wait and go into that more fully at a later stage. 
Mr. Hazen: Let’s have the minister’s statement. 


The Cuatrman: I think the minister should finish his statement. If the 
committee would agree to do that we could go on. 


Hon. Mr. Howe: I think my statement could better be made as we examine 
the bill clause by clause. Each clause brings up a new subject. I shall be 
glad to make a statement on each clause as I go along, if that will be satis- 
factory to the committee. 


Mr. JAcCKMAN: I was thinking about what you said about the contract with 
the post office department; they are working for a revision of the principle? 


Hon. Mr. Howe: I do not know that they are asking for a revision, but 
there have been some differences of opinion which indicate to us that a revision 
is desirable. For instance, I have never had a letter from the post office asking 
for anything in that respect but the post office department have agreed to the 
terms of this bill. I presume that as they agreed to it they feel the time has 
come to revise the contract. 


Mr. JAcKMAN: The passenger end of the T.C.A. operation is increasing 
much more rapidly than the other, is it not? 


Hon. Mr. Hown: Yes, very much more rapidly, and will increase more 
rapidly. The mail proposition is one that is more or less stabilized at the 
moment; it may go back a bit and then increase again; but the passenger business 
is vastly greater than we have been able to service. 


Mr. JAcKMAN: If you were to have three or four times as many flights as 
you have now with the post office’s business remaining more or less static, it 
would become almost intolerable to the post office, would it not? 


Hon. Mr. Hown: No, because the thing would adjust itself over a period. 


It might cost them a good deal more this year, but the adjustment in the mail 
rate would offset that next year. They might temporarily face ‘a loss. | 
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Mr. JACKMAN: But you say that they have not asked for a revision of the 
contract? 

Hon. Mr. Howe: No, not to me; no. 

Mr. JAcKMAN: It would appear that the contract would be working in the 
future against the post office department if carried on under the present arrange- 
ment. 

Hon. Mr. Howe: The difficulty is that it calls for joint action. It is very 
difficult for the post office. If we want to run in the middle of the day to serve 
passengers, they naturally say that it does not interest them, it does not serve 
mail and they are not inclined to agree. That puts them in a position of 
agreeing with something that means nothing to them even if other interests 
require service. 

The CHarrMan: Would you like to take the bill up clause by clause and 
then have your general discussion afterwards? Would you like to do that, Mr. 
Howe? 

Mr. Mutcu: Yes, that is a good start. 

Hon. Mr. Howe: That would be best. 

The CHaAirMAN: If that is the best way to handle it. 

Hon. Mr. Howse: Shall I read the bill? 


An Act to amend the Trans-Canada Air Lines Act, 1937. 

His Majesty, by and with the advice and consent of the Senate 
and House of Commons of Canada, enacts as follows:— 

1. Subsection one of section seven of The Trans-Canada Air Lines 
Act, 1937, chapter forty-three of the statutes of 1937, is repealed and 
the following substituted therefor:— 

7. (1) The authorized capital of the Corporation shall be 
twenty-five million dollars divided into shares of one hundred 
dollars each, represented by share certificates. 


The CHarrMaAN: Are there any questions about that? 
; Mr. Rem: Could we have an explanation for the increase from $5,000,000 
to $25,000,000? 

Hon. Mr. Hows: The services to the United Kingdom, to South America 
and across the Pacific will require larger investment in planes; and also because 
of the likelihood of an increase in our domestic service it will be required to 
buy larger planes and to have more planes, and this provides the additional 
capital needed to carry on that expansion program. 

Mr. Greson: Do you expect that this will be enough to provide sufficient 
capital for all the planes you require? They cost around a million dollars a 
piece. 

Hon. Mr. Hows: No, it will not, but we feel it will prove to be enough, so 
you see our capital is replenished quite rapidly by the depreciation account. 

Mr. Gipson: Oh yes, and I see from the report that that is on the basis of 
25 per cent per year. 

Hon. Mr. Howe: Yes. 

Mr. JAckMAN: How many shares of this new capital do you expect will 
be issued this year? 

Hon. Mr. Hower: Probably Mr. Symington could tell you that. 

Mr. Symineton: I would not expect any in 1945. May I point out to the 
committee, as the legal gentlemen here will know, this is a matter of capacity 
in a company. It is there. If the government, or anybody else, wants to invest 
in these shares, we have the capacity to issue them. Because we are capitalized 
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at $25,000,000 does not mean they are going to be, issued immediately. In our 
domestic air lines you gentlemen know we were authorized back in 1937 with 
a capital of $5,000,000, but it was only last year, or the year before, that 
we got up to $4,600,000. 

Mr. Rep: Who issues the shares? 

Mr. Symineton: The C.N.R. 

Mr. Rew: They own the $25,000,000? 

Mr. Symineron: They only own $4,600,000. 

Mr. Rep: Will they have the issue of these shares? 

Mr. Symineton: The provision here is that they will, unless they are taken 
over, unless a separation takes place and the government takes it over. While 
it is provided and the $25,000,000 is there, we will only issue the amount that 
we think will be needed. If we do not need $25,000,000. but only $20,000,000, 
then only $20,000,000 will be assued; if we do not need $20,000,000 but only 
$15,000,000, only $15,000,000 will be issued. As I say, it is only a matter of 
capacity; the government will not put up any money before this stock 1s 
issued, and then they will put only what is required. 

Mr. Hazen: You do not expect any money to be put up this year? 

Mr. Symineton: None at all. 

Mr. Hazen: No issue this year? 

Mr. Symineron: I would not expect so, no. 

Mr. Hazen: How many do you expect to issue next year? 

Mr. Symirneron: That depends on the results we get in the time of construc- 
tion on the new planes. If they are completed next year we will need quite a 
lot, if they are not completed until January of 1947 we will not need so much. 
These planes come off the line one every month, two months or three months. 
In the expansion’ program on the domestic, as I told you the other day 
we contemplate 21 conversion planes. As near as we can figure out, these planes 
may cost us, let us say $100,000, that is $2,000,000. All our domestic planes I 
think undoubtedly will be ready next year. I was looking at our statement 
and our depreciation fund, and so on, pretty near takes care of that. We may 
need a little bit, but not so very much, because our reserves from depreciation 
are for the purpose of purchasing new equipment. When you embark upon 
four-engine equipment to run 10 planes to the old country, 10 planes to South 
America and 10 planes to the Orient—Australa; there are 30 planes which 
may cost us, let us say $500,000 a piece. That is a lot of money. It would 
come up month by month as these planes are produced and put into operation. 
Naturally we order them and we have to pay for them. We do and come to 
the government and say, “Here, buy a million dollars’ worth of stock to 
provide us with money to pay for these planes.” That is the way the thing 
works out. 

Mr. JackMAN: May I ask what the mechanics are of actually getting cash 
for the T.C.A.? 

Mr. Symineton: The actual mechanics up to date have been these: the 
Trans-Canada Air Lines pass a resolution notifying the Canadian National Rail- 
way that they need more capital. The Canadian National directors then meet 
and pass a resolution subscribing for more shares in Trans-Canada and send them 
a cheque, and Trans-Canada sends the Canadian National the stock certificate. 
If it remains in the Canadian National, that will be the procedure. If separation 
takes place, the same procedure will be followed with the government. 

Mr. Rem: I am one of the new members of the committee, and I Eup RIE 
like to ask if there is any interest paid on this stock? 


Mr. Symineron: 5 per cent. 


RAILWAYS AND SHIPPING 259 


Mr. Rei: To the railway? 

Mr. SyMiInctTon: Yes. 

Mr. Jackman: A dividend. 

Mr. Symineron: It is virtually a dividend. It is charged in as am operating 
expense so as to insure it as a first charge; but it is virtually a dividend, yes. 
That is all the shareholder can get under any consideration. 

Mr. Reip: That will help the C.N.R. finances, by holding the stock. 

Mr. Symineton: It depends on what the C.N.R. have to pay for their 
money. 

Hon. Mr. Howr: Maybe the rate is too high, 

Mr. JackmMAn: This stock is limited to a 5 per cent dividend? 

Mr. Symincron: Yes. 

Mr. JAckKMan: What happens to the surplus? You can keep it in T.C.A. 
no matter how large it is? 

Mr. Symincton: The surplus up to date has gone into reducing the mail 
rate, so that there is no further surplus. 

Mr. Hazen: Is this 5 per cent like a dividend? Does it come out of earn- 
mgs? If you do not make anything, what happens? 

Mr. Symineton: It is a charge. It is put into the original scheme as an 
operating cost. 

Mr. Jackman: As I understand this, the surplus of the C.N.R. goes back 
to the consolidated revenue fund. 

Mr. Symineron: That is right. 

Mr, JAcKMAN: But with the surplus of the T.C.A., you are allowed to keep 
it up to a certain point. There must be some provision in the Act for that, What 
is it? 

Mr. Symineton: No. There is no provision in the Act. T.C.A. originally 
needed to get something for a reserve against its growing operations, and half 
the profit that it made was put into the reserve. 

Hon. Mr. Howe: If T.C.A. does not need its extra money, it can buy back 
its stock, I suppose, : 

Mr. JackMAN: What happens to the other half of the reserve? 

Mr. Symineton: It goes to reduce the rates to the post office. 

Mr. JAcCKMAN: The mail contract? 

Mr. Symineron: Air mail. 

Mr. Gisson: I would not worry about too much profit. 

‘Mr. Jackman: No. There is no use talking about a limit of 5 per cent. It 
does not mean anything. All these government things are so odd as compared 
with shall I say, legitimate business. 

Mr. Murcu: They are attempting to make it simple. 

Mr. Symineton: All the C.N.R. gets out of it is the 5 per cent on the money 
they invest. 

Mr. JAcKMAN: Once authorization is approved by the House. It is a bit 
different surely from applying for an ordinary charter for a company. 

Mr. Symincton: Not a bit, as far as I can see; because the charter is issued 
under legislation of the House authorizing it. 

Mr. JAcKMAN: Yes? 

Mr. Symineron: In a general way instead of a specific way. 

Mr, Jackman: It is the people’s money, however, and once the authoriza- 


y tion is given to the T.C.A. here, the only people who have a check on it is the— 
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Mr. Symineron: Is the government. 

Mr. JAckMAN: Is the C.N.R. at the moment. 

Mr. Symineron: No, the government. 

Mr. JAcKMAN: You just said that in the mechanics— 

Mr. Symincron: Before any sum of money can be invested, the govern- 
ment has to approve of it by order in council. It is a question of parliament as 
opposed to the government. That is what it is. Parliament authorizes us to do 
it if the government wants to buy it. 

Mr. JacKMAN: I asked you about the mechanics of getting the money and 
you said the T.C.A. passes a resolution showing its need which goes to the C.N.R. 
and the C.N.R. directors can do it if they wish to. 

Mr. Symincton: Oh, yes. But I should have perhaps gone further. The 
C.N.R. can make no capital investment except they go to parliament and in 
every estimate or budget that the C.N.R. has put before the Canadian parlia- 
ment, you will see in the year’s budget they bought stock; and in each year 
you will see $4,600,000 invested in T.C.A. They can invest no capital moneys of 
the C.N.R. at all without the approval of parliament. 

Mr. Mutcu: Carried. 

The Cuatrman: Are there any other questions? 

Mr. Harris: Just a minute. That consent of parliament, though, is fully 
obtained. afterwards by a committee like this. 

Mr. Symincron: No. The C.N.R. presents its budget for 1946 now before 
you; if it is going to subscribe for stock of T.C.A., it is in its capital budget and 
you pass it in the House. 

Hon. Mr. Howe: Approved by parliament. 

The Cuatrman: Are there any other questions on that section? 

Mr. Hazen: As I understand it, before you start your service to the United 
Kingdom, you have to get your planes? 

Mr. SYMINGTON: Yes. 

Mr. Hazen: And you do not know when you are going to get them? 

Mr. SyMIncTon: That is it. 

Mr. Hazen: In addition to that, you have to come to an agreement with 
the United Kingdom government, the British government, do you not? 

Mr. Symrincton: Yes, about landing, commercial rights in their country. 

Mr. Hazen: And you do not know when this agreement is going to be 
reached? ; 

Mr. Symincton: Well, the minister stated yesterday it was to be made 
very shortly between the two governments. 

The CuatrMAN: Are you ready for section 2? 

Mr. Murcu: Section 2. 

Mr. JAcKMaN: I take it, Mr. Symington and Mr. Howe, that while parlia- 
ment. and this committee will have a chance to scrutinize any capital expend- 
itures, any of the $25,000,000 which may be authorized and desired to be spent 
at a future time; nevertheless, unless it is to be a pure formality in authorizing 
the $25,000,000, I cannot help but feel—unless I am a little premature,—that 
we should know what the $25,000,000 is for beyond the fact that “I want to 
build an air line to Great Britain and perhaps to South America.” I think we 
should have a breakdown. Particularly am I fortified in that Opinion, and it 
encourages my suspicious nature, when you said yourself, Mr. Symington, the 
other day, “I would not want to invest my own money in them’’, referring to 
these external lines. 
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Hon. Mr. Howse: I can tell you there are some private corporations that 
are very anxious to invest their money in them. 


Mr. JaAcKMAN: Yes. But if we had a private corporation asking for this 
money, we would have a breakdown of the expenditures and what they are 
to be for. 

Hon. Mr. Howse: If you pass a bill or if you sought the incorporation of 
a company and if its capitalization was $25,000,000, you would not give us 
any breakdown, would you, if you were were asking for a million dollars? You 
want a breakdown and we could probably give it to you. It is simply a matter 
of the capitalization of a corporation. 

Mr. JACKMAN: I realize the legal distinction. Yet I am not quite satisfied 
that we, as a committee, have fully discharged our duties when we say, “the 
T.C.A. asks for $25,000,000,—it would make no difference whether it was 
$25,000,000 or $500,000,000,—it. is merely authorization, merely fictional and it 
is not our duty to scrutinize what they want the money for.’ I have a rather 
different conception of my duty, although I am not too certain that I am right 
in taking that as acutely as I do. 

Mr. Mutcu: At the moment they are not asking for any money at all, as I 
understand it. Am I right? 


Mr. Syminecton: That is correct. 


Mr. Mutcu: They are asking that they have permission at some future 
date to ask for money up to $25,000,000. Is that not right? 

Hon. Mr. Howe: That is what it is. 

Mr. Murcu: Not being a lawyer, perhaps I understand it easily. 

Mr. Symineton: It is a peculiar situation. If a private company came 
up with a private bill, these clauses would never be questioned; but at public 
company comes and it is questioned. It may be all right. I do not know. It is 
a pure question of cabinet. What you are doing is saying, ‘This does not mean 
anything; but we are afraid the government, who have charge of it, will not 
in the future properly exercise their rights as to whether they are going to 
allow this company to spend money freely or not.” If you do not give a company 
authorized capital you might as well say, ‘Go out of business now.” There is 
ncthing in it. Authorized capital means nothing. . 

Mr. JACKMAN: I may be somewhat cynical. I think perhaps you are right. 

Mr. Hazen: To what extent will the line that is to be set up, especially to 
the West Indies and South America, affect the earnings of the Canadian National 
Steamship Companies? 

Mr. Symineron: I do not know. 

Mr. Hazen: Has that been considered? 

Mr. Syminetron: Well, no. That has not been considered. 


Hon. Mr. Howe: Having in mind that Canadian National steamships do 
not carry passengers, I do not think it will affect that very much. We will not 
earry freight. 

Mr. Hazen: The boats carried passengers before the war, and mail. 


Mr. Syminecton: Naturally one important consideration, as I understood 
it,—certainly as we shall view it—is that as these boats were destroyed, and if 
new boats were to be built, if there is to be an airline, construction of these 
boats would naturally be different in the number of passengers they would carry 
compared to its insulated freight situation. If there are going to be airlines— 
and there will be; if we do not run them somebody else will—then of course 
you would have larger passenger accommodation in your West Indies trade 
az*eement if that agreement is renewed. But I think you should view this 
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thing purely as an airline. An airline may want to run to South America. It 
may want to run to the West Indies. If it does want to run there and it is decided 
that itis a good thing to do that, in the judgment of the government, it has the 
means of getting the capital to do it, if the government is satisfied that it is 
a good thing to do. 

Mr. Hazen: These are government owned operations. Do we not have to 
look at it in this light, that we do not want each one cutting the others throat 
at the cost of the taxpayer? 

Mr. Symineron: Yes, probably you do. 

Mr. Hazen: That is something that has to be kept in mind. 

Mr. Symineton: That. is quite true, but I would suggest to you that some- 
body is going to run an airline between Canada and the West Indies. If we do 
not run to the West Indies, the British West Indies Air Lines will run to Canada. 
They may both run. I do not know. But certainly you cannot throttle modern 
transportation by air, and you might as well stop trying to do it. You cannot 
do it. It is just impossible unless you are going to relegate yourself to being a 
second-class country. Things are progressing too fast, that is all. 

Mr. Prcarp: Do not the two services simply supplement one another? They 
are not especially competing. They are a different type of trade. Some people 
may want to go by air, and may prefer to go by air rather than by ship. I do 
not think there is so much competition; I think they are just supplementary 
services. Some fast freight will be shipped by air and slow freight will be 
shipped by boat. 

Mr. Symineton: If that argument is good, we ought not to have any air 
lines in Canada at all, because there is no use,in blinding our eyes to the fact 
that they are going to interfere with the Canadian National. Isn’t that true, 
Mr. Hazen? . 

Mr. Hazen: I did not come in here to argue, but just to ask questions. 

Mr. Symrineton: Of course; but it seems peculiar, in an authorization capital 
statute, which is a different thing to authorizing a subscription by the govern- 
ment to that stock. 

Mr. Gipson: If we have an airline we are going to have to give them 
some money to run it; there is no doubt about it. Maybe we should establish 
the broad principle of whether or not we do want airlines in Canada. 

Mr. JACKMAN: But we have the word of an expert operator that he would 
not want to invest his own money in it. That should put us on guard as watch 
dogs of the treasury. 

Mr. Braupotn: A lot of people invest money in radio broadcasting, so long 
as it concerns Canada; but they won’t invest their money in shortwave radio 
companies. In T.C.A., national operations will tend to develop in that way as 
well. 

The Cuatrman: Is that enough on section 1? Do you wish to carry that 
section? 

Mr. Picarp: Carried! 

- The CuatrMANn: O.K. it is carried. Now, Mr. Howe, section 2. 

Hon. Mr. Howe: Subsection (1) of section 12 of the said act is repealed 
and the following substituted therefor: “12 (1) Subject to the provisions of 
this Act, the Canadian National Railway Company may issue notes, obligations, 
bonds and other securities (hereinafter in this section called “securities’”’) not 
exceeding the sum of twenty-five million dollars for the purpose of acquiring 
the capital stock of the corporation, and the Governor in Council may authorize 
the guarantee of the principa: and interest of such securities on behalf of His 
Majesty.” 
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The only change in subsection (1) of section 12 is the power to issue 
securities to the amount of $25,000,000 instead of to $5,000,000. 


Mr. Murcu: Five per cent remains as it is? 


Mr. Hazen: Is it the intention to have the shares of Trans-Canada, or at 
least those that are going to be issued under this clause to the Canadian National 


‘Railways, transferred to the minister? 


Hon. Mr. Howe: That may happen later. They are not transferred under 
this Act. 

Mr. Hazen: But in view of the fact that in the very near future the railways 
have to be dissevered from the airways what is going to become of these shares 
held by the Canadian National Railways when that happens? 

Hon. Mr. Howe: I presume that the government will acquire them from 
the Canadian National Railways. 

Mr. Jackman: Why do you not put a clause in this section 12 covering 
not only the Canadian National Railways but the agency which may operate the 
air lines, because the Canadian National Railways is to divest itself very 
shortly, I understand. 

Hon. Mr. Howe: That is so. 

Mr. Hazen: But there is a section in the Act? 

Mr. Symineron: Yes. 


Mr. Jackman: But why must the clause read that only the Canadian 
National Railways may issue notes, obligations, bonds and other securities? 

Hon. Mr. Hown: The Canadian National Railways, as you know, is financed 
by government guaranteed securities. If the ceiling drops out of the picture, 
there will be no government guaranteed securities. That is all. 

Mr. Rew: Since the people of Canada put up the money, I have often 
wondered why—when the right was taken by the minister in section 11—it says 
that the book value of shares, when there is any disagreement, must be determined 
by a reference to the Exchequer Court of Canada? I always wondered why, 
when the government was doing all the business and putting up the money, there 
os be a reference to the Exchequer Court when there should be a disagree- 
ment ! 

Hon. Mr. Howe: Just in order to have an umpire. That is all. 

The CHairman: Could we stick. to “2” for a moment to sce if that is all 
clear? Are there any other questions on “2”? Very well then “2” is carried. 
Mr. Hazen: About “2”, have you any idea when this transfer of those shares 
will take place from the Canadian National Railways to the minister? 

Mr. Symincton: It may or it may not take place. It is a matter of govern- 
ment policy. 
Mr. Hazen: But the Canadian National Railways is to be disconnected? 

Hon. Mr. Hows: The Aeronautics Act says that on and after a certain date 
surface transportation shall not be permitted to own an interest in airlines except 
with permission of the government. It is no more definite than that. 

Mr. Murcu: But the government could still use Canadian National Railways 
as their agents? 

Hon. Mr. Howe: No decision has been made. 

The Cuairman: Is that O.K., Mr. Hazen? 

Mr. Hazen: It is all that I can find out. 

The CHAIRMAN: Well, what about section 3? 

Hon. Mr. Hown: Section 14 of the said Act is amended by adding thereto 
the following paragraph: ‘“(e) to purchase, hold and, subject to the provisions 
of this Act, sell and dispose of shares in any company incorporated under section 
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twenty of this Act or in any company or corporation incorporated for the 


operation and maintenance of airlines or services of aircraft of any kind.” 
(f) “to lend money to any corporation incorporated under section twenty of 
this Act on such security as the minister may determine.” 

Now, that is a new paragraph intended to fit conditions that we meet in 
operating abroad. As I said in the House, in Brazil there is a government 
provision which requires that forty per cent of the airlines operating in Brazil 
must be owned by Brazilian citizens. In that case it might be necessary to 
carry our operations in Brazil by forming a subsidiary corporation, half of 
which could be owned either by the Brazilian government or by Brazilian citizens. 
Then, of course, it is necessary in operating—at least it is desirable in operating 
outside of Canada—to operate by means of a separate corporation for the reason 
that accounts for international operations must be kept separately and filed with 
the international authorities and any subsidy paid must be indicated clearly. 
In other words, it is not contemplated that domestic airlines will be able to use 
their surplus in carrying out international operations. In other words, if we 
operate from Montreal to Prestwick in Scotland, that operation will be carried 
out under a subsidiary corporation and the accounts will be kept separate from 
the domestice organization. 

Mr. JAckMAN: What other countries are there that you might likely land 
In, or where you might use facilities, where they have these peculiar laws? 
Mexico, for instance? 


Hon. Mr. Hows: No, Mexico has not, I believe. I do not know of any 
others, but I know of that situation. 


Mr. Symincton: Most of the South American countries have it. 

It seemed to me in considering this bill that it was most important for two 
reasons, first that the results of the domestic operations should not. be confused 
with the results of any international operation, and furthermore that the inter- 
national operation should be separate in order to analyse the returns of the 
international organization and to see what subsidies are paid. American Air Lines, 
for instance, cannot make a big profit in the domestic airline and hide it in 
their international airline. The international airline accounts must be kept 
separate. We form a separate company for international airlines. Let us say 
it is Trans-Canada Atlantic Overseas or British Overseas, or anything you like. 
This clause gives Trans-Canada Air Lines the right to hold 100 per cent of the 
stock in that company. Let us assume that there is a route such as Vancouver 
to Australia which in all likelihood will be a progressive venture losing con- 
siderably at first, at least. It seemed in the commonwealth conference 4 silly 
thing for the commonwealth to run parallel competitive routes on what was 
plainly likely to be a losing venture. Therefore the suggestion was made that 
that route should be run by the three governments, T.C.A. and the Australian 
air lines, and so on, and we can hold stock in that company thus minimizing the 
loss, if it is considered a wise thing to do. The Act is perfectly flexible so that 
whatever company we have to enter into the stock is to be held in TCA That 
Is the principal thing. We can hold stock in companies of that kind if the 
government subsequently approves. 

Mr. Ret: In that event it would show whether the line to Australia was 
paying and apart from the Trans-Canada in Canada? 

Mr. Symineron: Exactly. 

Mr. Jackman: We have to retain 51 per cent. 

Mr. Symineton: Yes. 

Mr. Jackman: That does not leave very much for the commonwealth share. 


Mr. Symrncton: Of course, in that case it probably would not be run by a 


company that was a joint holding company. What we would do, we would own | 


all our own company and Australia would own all their own company and instead 
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of us operating four trips a week we would operate two and they would operate 
two right-through and the receipts would be pooled. Whethere the disbursements 
would be pooled is a matter still subject to some consideration. We think that 
perhaps we can operate a little better and we would sooner take care of our 
own expenses and let them take care of theirs, but in that case to avoid a parallel 
competitive operation between the commonwealth countries the receipts would 
be shared. All these things are under discussion. None of them have been 
settled, but a very wide range of conditions may arise depending upon where 
you are going to operate. 

Mr. Rew: If that arose would it be the intention to charge up repairs, 
planes, and the complete running operation? 

Mr. Symineron: There would be standard accounting for each of these 
companies. 

Mr. Rew: I think it would be splendid because it. would show the picture 
and we would be able to see whether or not it would be worth while to continue 
the loss outside Canada at public expense. 

Mr. JacKMAN: The minister set forth the difficulties in the Brazilian set-up 
where you have to have at least 40 per cent of the shares held by nationals. 

Mr. Symineron: Let me explain that because the minister did not explain it 
completely. We can run our international airline down there and own it all. 
There is no question about that. Every international line there has a local 
feeder line to furnish traffic to its international line. Pan-American Grace, the 
German company which has now become Pan-Air de Brazil, and so on, all have 
companies leading from the large places in Brazil to feed passengers to their 
international line. If you have such a line that line must be held at least 
40 per cent by Brazilian money and you must use a certain number of Brazilian 
people on it. Whether or not we will ever go into it I do not know. We have 
had Brazilian people up here, including the government, talking this thing over. 
They recommend very strongly that these feeder lines are necessary to provide 
a paying international line. We said we were not particularly anxious to go 
into that business but we would look into it and study it, which we are doing. 
Every other international line does it, and if we are going to compete with them 
and have no feeders we may be out of luck. We may have to go into the feeder 
business. Whether or not we will is a matter of judgment when the time comes 
but this Act allows us to do it if it is considered the right thing to do. 

Mr. Rep: Suppose that 49 per cent of the stock is held by people in Mexico. 
Would that be guaranteed by the dominion government? 

Mr. Symineron: There is no guarantee in that company at all. 

Hon. Mr. Howse: Securities of T.C.A. are not guaranteed by the dominion 
government. 

Mr. Jackman: You have power under this Act—I do not know whether it 
is this section or not—to meet deficits, have you not? 

Mr. Symrneron: Under Mr. Reid’s question, no. All this does is authorize 
T.C.A. to do certain things. 

Mr. JackMAN: Can T.C.A. not guarantee these securities? 

Mr. Symrineton: No. 

Mr. JacKMAN: There is no clause saying they cannot but there is no power 
to guarantee? 

Mr. Syminoton: There is no power, no. This is really borrowing on 
securities, that is all, or purchasing shares in a company. There is nothing else 
there. 

Mr. JAcKMAN: The only danger I see in this foreign complication is if 
there should be any trouble arising over some small commercial line. After all 
some of these people in these countries are a bit temperamental. Suppose the 
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president was flying on our line, or suppose the man we thought was president 
was flying on our line, and fleeing this country. We might be considered to be 
one of the committers of the crime. A great many things might happen. If we 
had a private company. operating down there it would simply be a commercial 
company but once you get the state of Canada having ownership of this line, 
and perhaps having some direction of it, you lay yourselves open to considerable 
difficulty. 

Mr. Symineton: You know, Mr. Jackman, that legal entity of the com- 
pany is legal) entity. As far as anybody is concerned T.C.A. is a legal entity. 
The government is not responsible for anything in T.C.A. T.C.A. as a company 
is responsible. There is no shareholder responsibility. Their share are paid for. 
You are picturing a case that cannot possibly happen, just simply cannot possibly 
happen. There are certain legal rules and laws which exist. | isd) 

Mr. JAckmAN: If I may say so to the average man it is a fiction that GAs 
owns the line and not the people of Canada. 

Mr. Symineron: It may be a fiction but it is a legal fiction which rules. 
When you say that a Brazilian man could say something to the Canadian govern-: 
ment that because T.C.A. is 4 separate legal entity it is something in your 
country you are just stating what cannot possibly exist. It just cannot be. That 
is the reason we have companies, } 

Mr. JAckman: You remind me of the man in jail who telephoned his 
lawyer and the lawyer said, “You cannot be put in jail”, and the man said, 
“T am in jail.” 

Mr. Symincton: You cannot put a company in jail, 

Mr. Jackman: I know, but you can cause international difficulties to arise. 

Mr. Symineron: I cannot see it. 

Mr, JaAcKMAN: Well, you may see it. 

Mr. Rew: May I ask Mr. Symington this question? In view of his last 
statement would it be correct to assume that T.C.A., apart from the fact it is 
guaranteed by the dominion sovernment, is in all respects a private company? 

Mr. Symineton: Quite so, except its profits go to the government. 

Mr. Rew: Because in the minds of many people they think it is owned 
and maintained! by the state and it is not; it is a private entity. 

: Mr. Symineron: The government does not run the company. It is just 
the same as though it were a private company, but it is financed by the dominion 
sovernment and the dominion government gets the benefits or otherwise accord- 
Ing to its success, but so far as running this company is concerned the company 
runs it, and nobody else. 

seWvir Hazen) Ts intended 46 acquire shares in companies solely operated 
within Canada under this section? 

Mr. Symineron: Oh, no. 

Mrs Hazen Th would not be the intention to acquire shares in the C.P.R 
lines under this section? 

Mr. Symineron: Turn to section 20. It refers to companies formed under 
section 20. That is page 3, 

20. The Governor in Council may, on the petition of the Corporation, 
declare that any number of persons named in the petition, not exceeding 
seven In number, shall be a body corporate, and upon such declaration 
being made the said persons shall be a body corporate and _ politic. 


When they create that company which J] instanced, Trans-Canada Overseas 
Limited, they form that company and then this section gives Trans-Canada 
Air lines the right to buy the shares in Trans-Canada Overseas Limited. That 
Is a simple instance of what it ‘is. hi 
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Mr. Rep: In other words, you are making an investment in another com- 
pany? 

Mr. Symincron: In a wholly owned other company. 

Hon. Mr. Howe: Let me tell you dogmatically this Act will not be used 
to acquire Canadian Pacific Air Lines. I am telling you that dogmatically. 

Mr. Hazen: Very well; now then, going back to section 14 (e), it says, 

(e) To purchase, hold and, subject to the provisions of this Act, sell and 

dispose of shares in any company incorporated under section twenty 
of this Act or in any company or corporation incorporated for the 
operation and maintenance of airlines or services of aircraft of any kind. 

To what class of company does that refer? 

Mr. Symincton: To those incorporated under section 20 of this Act. 
Mr. Hazen: Those are the investments contemplated? 

Mr. SyMIneTon: Yes. | 

The CHAIRMAN: Any more questions on section 3? 

Mr. JAcKMAN: The minister has just raised a point. Supposing the post 
office give authority in future, declare certain lines to be mail routes and there- 
fore subject to operation by the T.C.A., you would use this vehicle to provide 
funds for the purpose of taking over such companies? 

Hon. Mr. Hower: We will not acquire any domestic company in Canada 
under this Act. That is what I say. 

Mr. JAcCKMAN: Are you stating that as a matter of T.C.A. policy, or as a 
matter of government policy? 

Hon. Mr. Howe: I state it as both. I am stating it to be government 
policy. 

Mr. JACKMAN: I am asking you here as a matter of policy— 

Mr. Symineton: I think I can answer that. If we apply for a charter—to 
answer your question directly—to take over a company in Canada, and the 
government gives up that power under the new Act— 

Mr. JACKMAN: Under the new Act? 

Mr. Symineton: Under the new Act, under 20; yes. We haven’t got that 
company, and we say to them: now we want so much money to buy the shares 
of this particular company and we have the power to do that under 14 (e), give 
us the money—that is the way we would set up these companies. 

Mr. Murcu: Yes, you just purchase them and they are held subject to the 
provisions of the Act. 

Mr. Harris: Where under this you are restricted in the incorporation of 
your companies to those incorporated under section 20? How would you, for 
example, be able to purchase other lines of which you have spoken? 

Mr. Symineton: The government would authorize us to incorporate a 
company for a purpose, and then we can buy the shares in it. 

Mr. Harris: Then you will have a company incorporated under section 20 
for the purpose of acquiring the shares in another operating company? 

Mr. Syminetron: That is the way we would have to do it. 

Mr. Hazen: I am still a bit puzzled about this section 20 of the bill. 

Mr. SyMInctTon: Yes? 

Mr. Hazen: “20. The Governor in Council may on the petition of the 
corporation declare that any number of persons named in the petition, not 
exceeding seven in number, shall be a body corporate and upon such declaration 
being made the said persons shall be a body corporate and politic.” 
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Mr. Symineton: The corporation referred to there is Trans-Canada. 

Mr. Hazen: There is nothing to prevent Trans-Canada under that section 
from incorporating any company to operate in Canada? 

Mr. SymMincTon: No. 

Mr. Hazen: It is not restricted or limited. 

Mr. Symineron: No, other than the present Trans-Canada Act, which of 
course provides how the Trans-Canada can operate in Canada. We have all 
operating rights in Canada we could possibly want under the present Act. We 
can go any place we like if the Governor in Council passes an order in council 
on the recommendation of two of the ministers and says you are to operate here. 
Why a new company? We certainly would not want a new company when we 
have all the powers under the present Act. 

Hon. Mr. Howe: I have said over and over again that the government does 
not intend to buy Canadian Pacific Air Lines. Why not accept that and £0 on to 
something else? 

Mr. Hazen: I am not questioning that. What I am trying to get at is the 
exact wording of the Act. It is the wording of the Act. which signifies its 
intention, and that is what I had in mind. And now, about this section 20: you 
say that you do not have to have a new Act because you have the Trans-Canada 
Air Lines Act; but you could, under section 20, run a line from Winnipeg up 
to the north pole. 

Mr. Symineton: Of course, that is an external line; but if the government 
wanted, through the governor in council, to permit us to incorporate a company 
for some purpose they could do it under this Act.- Of course, they could do it. 
Why should they not? They are the government of the country. 

Mr. Murcu: But you can fly anywhere in Canada under this present Act. 

The Cuairman: Is that clear, Mr. Hazen? If it is, shall section 3 carry, 
gentlemen? 


Section 3 agreed to. 
The CHairMan: Now we come to section 4. 
Hon. Mr. Howe: “4. Section fourteen of the said Act is further amended 
by adding thereto the following subsection: — 
‘(2) The Corporation shall not sell or dispose of more than forty-nine 
per centum of the outstanding shares of any company incorporated 
under section twenty of this Act except with the approval of Parliament.’ 


That is in line with Trans-Canada Air Lines Act itself which. provides that 
the company cannot sell more than 49 per cent of its shares; that is, the Canadian 
National Railways cannot sell more than 49 per cent of Trans-Canada shares. 

Mr. JAcKMAN: Well, of course, it adds greatly to the power of the T.C.A. 
I do not know weather it has too much power or not. You might have a 
company which you might own 100 per cent which does not seem sufficient for 
your operation, and you have the right here to dispose of up to 49 per cent or 
whatever figure meets your judgment. In view of the care which parliament has 
taken in regard to authorizing every cent of capital expenditure for years and 
years on the Canadian National Railways, and the T.C.A. too, under this Act 
it gives the T.C.A. very great power. It may be too much. I only want to 
bring it before the other members of the committee and see how it strikes 
them. 

Mr. Symincton: The amendment is merely carrying further the principles of 
the Act. There is no change in the principle of this Act as compared to the 
other one. 

Hon. Mr. Howse: It is the same principle. 
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Mr. Symineron: It applies to these other companies as much as it applies 
to T.C.A. 

Mr. Rem: That would take care of all companies. 

Mr. Symineton: It puts them in the same position as the T.C.A. itself. 

The CHAIRMAN: Any more questions of section 4? 

Section 4 agreed to. 

The CHAIRMAN: Section 6: 

Hon. Mr. Howe: 

5. Section fourteen A of the said Act, as enacted by section one of 
chapter fifteen of the statutes of 1938, is repealed. 

That referred to an agreement made in 1935 which provided that Canada would 
be a shareholder in a company which was to be Jointly owned by Imperial 
Airways, Ireland and Canada. The company never was operative and by 
agreement and by consent that agreement has been renounced so it is no 
longer in existence. It is simply to remove an obsolete chapter from the Act. 
Section 5 agreed to. 
The CHAIRMAN: Section 6: 

6. The first line of subsection two of section fifteen of the said Act 
is repealed and the following substituted therefor:— 

(2) The Trans-Canada contract shall contain such terms as the 
governor in Council may order, and in the absence of such order shall 
provide,— | 

That is put there in place of, “The Trans-Canada contract shall provide”. The 
Trans-Canada contract is a contract between the government of Canada and 
the Trans-Canada Air Lines Company. 

Mr. JACKMAN: Do you have an existing contract now? 

Hon. Mr. Howe: There is a contract, yes. 
ay JACKMAN: What is the object of that contract? What are the terms 
of it? 

Hon. Mr. Howe: It provides for carrying the mail. 

Mr. JAcKMAN: Is this the post office contract? 


Mr. Symineton: No. This does provide for the post office contract but 
it is not the post office contract. 


Hon. Mr. Howe: It provides they shall operate certain lines. 
Mr. JACKMAN: What does it provide? 
Hon. Mr. Howe: It provides as follows:— 


15. (2) The Trans-Canada contract. shall provide,— 

(a) for the operation of the aforesaid lines of aircraft between points and 
over routes to be designated from time to time while the contract 
is in force by the Governor in Council; 

(b) for a schedule of services to be maintained by the Corporation, and 
that such schedule may from time to time while the contract is in 
force be amended by the Governor in Council on the joint recom- 
mendation of the Minister and the Postmaster General; 

(c) for the payment to the Corporation, at the end of each calendar 
year of the initial period, of a subsidy equal to the deficit, if any, 
resulting from operations during such calendar year, which subsidy 
shall be payable out of moneys to be appropriated by Parliament for 
that purpose; 

(d) for the transport of passengers and goods by the Corporation at 
tariff charges on a competitive basis with other similar transportation 
services in North America; 
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(e) for the furnishing by the Corporation of all adequate, modern aviation 
equipment, two-way telephone service, hangars and other buildings 
and, except as hereinafter otherwise provided, all other equipment, 
services and materials necessary for the operation of an efficient 
service by means of the aforesaid Trans-Canada Lines sufficient to 
take care of all mail, passengers, express and other traffic offered to 
the Corporation for transport; 

(f) for the operation and maintenance by the Government of Canada, 
without charge to the Corporation, of emergency landing fields, lights 
and radio beams, necessary for the operation of the said Trans- 
Canada Lines and for the supply to the Corporation free of charge 
of weather reports: Provided, however, that when the revenues of 
the Corporation, in the opinion of the Minister, will permit, charges 
may be imposed for landing, lighting and weather reports such as 
are charged for other similar competing coast to coast services in 
North America; 

(g) for the term of the contract; Provided, however, that the same shal] 
not be less than ten years, 

(3) The Trans-Canada contract shall not be assignable except with 
the approval of the Governor in Council. 

Mr. Jackman: Why was this necessary? 

Mr. Symincton: May I explain that? Would you look at it closely. Here 
you have a statutory contract for 10 years—“the Trans-Canada contract shal] 
provide.” This is simply an amendment that the Trans-Canada contract shall 
contain such terms as the Governor in Council shall order and in the absence 
of such order it shall be exactly as it is now. For instance, under this proposal, 
we do not feel that the postmaster general under (b) for instance, should have 
to consent to our services and times. It is a statutory contract for 10 years, 
and it runs out at the beginning of 1947 anyway. This simply gives the Governor 
in Council the right to vary this. If they do not vary it, it still exists, that 
is all. But it makes it elastic. That statutory contract is inelastic for as 
rapidly changing a thing as the air service; and it has become inelastic in our 
case because, as in one instance I gave you, we cannot put on more frequencies 
unless the postmaster general says so, even though the whole government wanted 
it. We cannot change our times of frequency or anything else. We say that 
the time is past for that sort of restriction on an airline where you had to serve, 
as this was originally and properly serving, essentially as a mail line first and 
foremost. It has now become a public service in which the public are demanding 
service for passengers and it should not be any longer primarily a purely mail 
service. Therefore you have to have the right of the Governor in Council to 
amend that statutory contract. 

Mr. Rew: May I ask, Mr. Symington, if the present contract is one drawn 
up between your company and the Governor in Council or between your company 
and parliament? 

Mr. Symincton: Yes. 

Mr. Rei: Which is it? 

Mr. Symineton: It is a contract drawn up between— 

Hon. Mr. Hown: Between the company and His Majesty the King. 

Mr. Symincron: —the company and His Majesty the King, acting through 
the Governor in Council. 

Mr. Rei: On the authority of parliament? 

Mr. Symincton: On the authority of parliament. In other words there 
was a straight statutory contract, which is inelastic—it still exists—in which 
the Governor in Council is given the right to vary it in whatever way seems 
desirable to the Governor in Council. | 
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Mr. Rerp: If they enter into a contract, who gives the Governor in Council 
the terms of the contract? Is it parliament? Do they deliberate on the terms 
of the contract? 


Mr. Symineton: These are the terms here in the statutes. The contract 
_ could not be varied. The Governor in Council cannot vary a statutory contract. 


Mr. Hazen: Is it intended that this contract be applied only to transporta- 
tion across Canada? 


Mr. SYMINGTON: Yes. 

Mr. Hazen: It is confined to Canada? 

Mr. SyMincTon: Yes, quite so. . 

Mr. JAcKMAN: Would ordinary airlines need to have an agreement? 


Mr. Symineton: The reason is that it is a control exercised by the govern- 
ment who owns the line. 


The CuarrmMan: Carried. Now, it is 6 o’clock. Would it be agreeable to 
meet tomorrow morning at 11 o’clock? 


Mr. Mutcu: Well, there are three committees meeting tomorow that some 
of us are on. Shouldn’t we try to get through tonight? 

Hon. Mr. Howe: We could finish this tomorrow, couldn’t we?? 

The CHairman: Will it be 4 o’clock or 11 o’clock tomorrow—11 o’clock, 
gentlemen, I guess. That is the majority. 

Mr. Murcu: If you meet at 11 o’clock there are some who cannot be here. 
You cannot be in three committees at once. 


Mr. Hazen: Veterans Affairs are on in the morning and there are other 
committees. 


Mr. NicHotson: We have held Mr. Symington here for a long time and 
I think we should finish up. 


The Cuairman: What about tonight? 
Mr. Symincton: There is only one page to it. 
Mr. Hazen: Why not do it now? 


The CuairmMaAN: Carry on then. Let us go. It won't be long, so let us 
speed it up. The mail contract will take some discussion. 


Hon. Mr. Howe: Let us adjourn then until 4 o’clock tomorrow. 
The CuarrMan: All right then, 4 o’clock it is, 


The committee adjourned at 6.10 p.m. to meet again tomorrow, November 
1, at 4 p.m. 


48530--3 


die 
: 


Abid $e? 
ee 


sits 
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House or Commons, 
November 1, 1945. 


The Standing Committee on Railways and Shipping met this day at 4 
o'clock pm. The Chairman, Mr. 8. M. Clark, presided. 

The CHarrMAN: Well, gentlemen, when we left off last night we had carried 
section 6, I believe. Mr. Howe, would you start with section 7? 

Hon. Mr. Howse: Section 7 reads: 


7. Section fifteen of the saild Act, as amended by section two of 
chapter fifteen of the statutes of 1938, and by the last preceding section 
of this Act, is further amended by adding thereto the following sub- 
section :— 

(4) The governor in council may from time to time authorize the 
minister to enter into a contract amending the Trans-Canada 
contract and containing such terms as the governor in council 
may order. 

Mr. JAcKMAN: That differs from the present Act, does it, in the sense that 
under the present setup the contract is statutory and this is a request to make 


' the contract simply one between the T.C.A. and the governor in council, through 


the minister? It makes it more flexible? 

Hon. Mr. Howe: Yes. 

Mr. JAcKMAN: It also removes from the jurisdiction of parliament any 
consideration of the terms of the Act and transfers it to the governor in council 
under order in council;-is that the effect? 

Hon. Mr. Howse: The chief effect is in connection with the real rates. Under 
the present contract the mail rate is inflexible. It 1s settled automatically, not 
by any judgment. This gives the governor in council the right to bargain with 
the post office on mail, different rates for different services. 

Mr. JACKMAN: Section 7 and 9 explicitly mention the mail contract. This 
section 7 has a relation I think to that general Trans-Canada contract which the 
minister read yesterday. | 

Hon. Mr. Howe: Yes. That is the contract which fixes the mail rate. 

Mr. JAcKMAN: It establishes rates? 


Mr. Syminoton: I think I could answer that, Mr. Howe. You have already 
by section 6 provided that they have the right to amend, but if they do not 
this applies. Now, the next clause gives them the right to amend; that is, until 
a new agreement is made it specifically provides that this one goes. If changes 
are made, in this contract as amended, a new one will not be needed at all. They 
already have the right to provide a new one. And now, it may be considered 
desirable to adjust the present contract; therefore, this clause says apart from 
providing a new contract they have the right to amend. That is what it is 
there for. 

Mr. Harris (Grey-Bruce): We are referring to mail contracts? 


Mr. Symineton: No, the contract between the government and Trans- 
Canada. 
Mr. Jackman: As I understand it, Mr. Symington, that contract seems rather 
unusual to me; I suppose it is customary in these government matters. Section 
273 
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15 of the 1937 Act has to do with the terms of operating, routes, schedules, 
services, subsidies, tariffs, equipment, landing fields and the departmental contract 
which was for not less than 10 years. These are all matters really apart from 
the post office contract. 

Mr. Symineron: It is not the post office. That is the reason why I explained 
to the minister, we are not dealing specifically with the post office contract at 
all. May I repeat— 

Mr, JacKMAN: You and I are in agreement on it then. 

Mr. Symineton: I do not know whether we are or not. I do not know 
Whether you understand me or whether I understand you. You have already 
approved an amendment to the previous section which says that the governor 
in council may order, ete. ; In other words, may enter into a contract con- 
taining such terms as they desire. If they do not, these terms apply. All 
right, they can change this contract or replace it by a new contract. And 
now, this clause simply says it may be wise not to adopt an entirely new 
contract but amend this present statutory contract, and so it Says the govern- 
ment “may from time to time authorize the minister to enter into a con- 
tract amending the Trans-Canada contract and containing such terms as the 
governor in council may order”, 


Mr. JACKMAN: The effect of this section and the previous section, which 
you Say was passed yesterday, is to transfer the jurisdiction in regard to the 
contract between the T.C.A. and the government from the hands of parlia- 
ment to order-in-council. 

Mr. SyMINGToN: Yes, that was decided and discussed yesterday, as you 
know. 

Mr. Rew: Why does it state, “the governor in council may order”—this 
one says, “order-in-council”—“may from time to time authorize the minister 
to enter into a contract.” What is the distinction there? One is simply an 
order-in-council and this one Says, may authorize the minister? 

Mr. Symincton: I imagine it is justice department drafting. 

Hon. Mr. Hower: The governor in council does not sign contracts; the 
minister signs contracts as the Tepresentative of the crown. The minister must 
get the authority of the governor in council, you see. There is no contract 


prepared with the governor in council as one party and somebody else as 
another party, you see. 


Mr. Maypank: It is the minister himself. 
Hon. Mr. Howe: The minister does that. 


Mr. Maypanx: And there is no other contract than the one which has 
been mentioned, to which the minister has just referred? 


Mr. SymMincron: That is correct. 

Hon. Mr. Howe: The Trans-Canada contract. 

Mr. Maypanx: There is only one contract which can be altered? 
Hon- Mr= How: That js right. 

The Cuarrman: Is that O.K. then, gentlemen? 


Section 7 agreed to, 
The Cuarrman: Now, section 8: 
Hon. Mr. Hows: Section 8 reads :— 


“8. Subsection two of section sixteen of the said Act is repealed 
and the following substituted therefor :— . 


(2) A contract’ made under subsection one of this section shall 
contain such terms as the governor in council may order. 


* NOW 
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And the departmental explanation is as follows: 
8. The repealed subsection reads:— 


12. “(2) Such contract shall provide for the transport of mails at 
a rate or rates to be fixed, in respect of the initial period of 
operation, by the terms of the contract, and thereafter, as 
hereinafter provided by this Act.” 
As I say, that is the explanation I gave before, and would apply to that 
paragraph. It gives the right to council to amend the mail contract. 


Mr. Rem: Would this change mean—I am just stating a hypothetical case 
that some time in the future it may be found that more revenue would be 
required from mail on the T.C.A. operation because of losses that might occur 
on passenger traffic; would that mean that a direct orftler might be given? 
I have not it in mind that such an order would be given; I am just looking 
ahead to the future and the possibility that the time might come when the 
operation with respect to passengers might’be at a loss. I am just asking now, 
could it mean that the government could come along and say, you better 
charge more for the carrying of air mail because we cannot operate unless 
we have more revenue; we cannot get it from passengers; if we increase our 
passenger tariff we lose business, but we can get more revenue by increasing 
the rate for carrying mail. Is there any possibility of such a thing as that 
happening? You know, when you raise the rate on passengers, unless they 
are very wealthy people, they can find other ways of travelling; but when 
it comes to air mail, air mail has become established. As a matter of fact, 
I am looking to a time when most of our ordinary mail will travel by plane 
and will not be called air mail at all; it will be just a part of the ordinary 
routine of the post office. I am just wondering if by this clause something of 
that kind might happen; and if it could, I think it is up to this committee to 
do something about it. | 

Mr. Symrineton: I can tell you what that change means. If you will read 
this, “the governor in council may authorize the postmaster general to enter 
into a contract with the corporation for the transport of mails’—that means 
Trans-Canada Air Lines—then, you have the one being dealt with which Says, 
such contract shall provide for the transport of mail at a rate or rates to be 
fixed in respect of the initial period of operation—and that rate was fixed 
originally at 60c.—by the terms of the contract, and thereafter as hereinafter 
provided by this Act. That is, it goes up or down, depending whether there is 
a deficit or a surplus. This says that the governor in. council will authorize 
the postmaster general to enter into a contract with us: but instead of it being 
limited, as it is now, it shall be in such general terms as the governor in council 
may direct. That is the difference. In other words, I would expect that we 
would get rid of the present system of counterbalancing the mail rate by profits 
or losses. The procedure is that Trans-Canada Air Lines negotiates with the 
postmaster general in the making of a contract, if we can agree. If we do not 
agree the governor in council sets it. That. is the situation. | 

Mr. Mayspanx: You negotiated the contract to start with on the basis of 
60c. and it has been changed from year to year until you have the present 
result. 

Mr. Symineton: That has the effect of reducing it. 

Mr. Maysanx: And it changes the best procedure which fixes the limits for 
the contract, to continue over a number of years; and that has been found 


- unsatisfactory. 


Mr. Symineton: Correct. 

Mr. Maysanx: It has been found unsatisfactory to have ourselves tied to 
that kind of a contract. The same people are involved as we were dealing with 
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then; two departments of the government, and if we left it to run the way it is 
various changes would be nullified because we would be tied up to a system 
which we have decided was antiquated; and so it leaves the contracting parties, 
both departments of government, more freedom in setting down their agreed 
upon ideas. 

Mr. Rew: Where is the alternative? 

Mr. Symineton: That is correct. 

Hon. Mr. Howe: I can give you a case in point, if you hke. We have great 
pressure from the Maritime provinces for their service. The Trans-Canada Air 
Line people worked their equipment so that they could give a fourth service 
between Halifax and Montreal. The post office said, we do not need four 
services, three are ample. Trans-Canada were quite willing to run the fourth 
service without carrying mail. 

Mr. Symineron: Anxious. 

Hon. Mr. Hower: Yes, anxious, to run the fourth service without carrying 
mail: but under the present Act they cannot do it because of the agreement now 
existing between the Department of Transport and the Postmaster-General 
which means that they would have the approval of the Post Office Department 
before they could run that fourth service. There is no reason why the travelling 
public should be deprived of that service particularly when Trans-Canada are 
able to give it; it also meets with the approval of the department. Nevertheless, 
the Act as it stands made it impossible for us to do that. 7 
Mr. Maysanx:. The post office had to pay on the air miles flown, do they 
not? 
Mr. Symineron: Quite so. 

Hon. Mr. Howe: They had to agree to the service going on. 

Mr. Maypank: But if your contract with the post office is fixed so that 
each time you run the mail they have to pay you, they naturally are going to 
determine whether the community gets the air service or whether it does not. 

Hon. Mr. Hower: They look at it entirely from the mail point of view. 
They are interested in the carrying of mail, and not so much in the convenience 
to the travelling public; in respect to that they say, that is not our business while 
mail is. | 

Mr. McCuurr: What would be the effect of this on Maritime Central 
Airways’ air mail contract with the postmaster general at the present time for 
carrying mail from Moncton to Charlottetown, Summerside and Magdalen 
Islands? ; 

Hon. Mr. Howe: It does not affect them at all, because this applies to 
Trans-Canada Air Lines only. The effect of this would be to put the Trans- 
Canada Air Lines in the same position to the post office as the Maritime Central 
stands. The Maritime Central can deal directly with the post office on the mail 
rate, and determine conditions, whereas we were bound by statute to a certain 
procedure. This bill does not affect the Maritime Central Airways, or any 
other airway, in any way; it deals only with the Trans-Canada Air Line. 

Mr. McCuvre: It would not affect the Maritime Central Airways in a 
proposed route which they have under consideration at the present time? 

Hon. Mr. Hower: Not at all. 


Mr. Rei: That contract, Mr. Symington, has not been considered a loss as 
far as carrying mail is concerned? 


Mr. Symrineron: I think I told you in our perusal of the report that I 


thought it was an admirable contract for both sides so long as we were in the © x 


young, growing stage, but when the passenger interest increased and the public _ 
demanded a larger service, the situation changes and the original protection we 
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required decreased. It is rapidly approaching an impossible situation; one 


_ which the post office does not want, and one which we do not want; because 


we cannot operate a line when the post office says, no, you cannot run it. As I 
say, 1t was an excellent contract originally, I think, for both sides, but the time 
has come to make a change. You see, to-day we have 6 transcontinental 
frequencies required to meett he needs of the travelling public. The post office 
says that two is all we need; you will ruin us under this contract if you run them. 
The net result of it is that to-day we find ourselves stymied, you see; it is not 
working out successfully. 

Hon. Mr. Howe: You see, the air mail letter carries a 7c stamp. Out of 
that le is tax, 3c is the ordinary first class rail rate for which the post office 
would be glad to pick up the letter and move it by rail and deliver it; then 
another 3c is for the transportation by air. And now, we are working on that 
last 3c. I think the post office will be quite willing to see us get 3c. As a 
matter of fact, we get less than 3c to-day. We do not want more than that. 
We are quite satisfied with the 3 cents as a maximum that we require to 
operate this line. But under this contract it becomes complicated because so 
many lines become passenger lines in which the post office has no _ interest. 
In other words, with freedom to act, it will not cost the-post office any mure 
than it does now and it gives us a chance to serve the public and look after the 
affairs of the line. 

Some Hon. Mrmsers: Carried. 

The CuatrmMan: Is that clear? 


Mr. JAcKMAN: Are we going into the post office contract afterwards or are 
we dealing with all the matters relevant to the post office contract now? 

Hon. Mr. Howe: We might as well discuss that afterwards if you care to. 
Perhaps we might discuss the contract. 

Mr. JAcKMAN: Probably there is not very much to discuss. Are we going 
to have some one from the post office come here? Is Mr. Herring here? 

Hon. Mr. Howr: Mr. Herring is not here presently. 

Mr. JACKMAN: Perhaps I could: put this question. I want to be clear in 
my own mind. There is no doubt that no air service could have been started 
on a commercial basis if there had not been a mail contract, whether with 
T.C.A. or elsewhere. I think we will concede that point. In the early days the 
post office did more or less mother the T.C.A., with a contract which gave 
T.C.A. a pretty fair rate. Not only did it have that sliding scale up and down 
depending on the profits, but the T.C.A. Act, clause 3, section 17, said the rate 
paid by the post office to T.C.A. shall not be lower than rates payable for other 
similar coast-to-coast transport of mails in North America. I deduce from 
that— , 

Hon. Mr. Howe: I do not think that clause was ever in. It referred to 


passengers and express. Did it also refer to mail? 


Mr. JAckMAN: Yes, I think so. 

Hon. Mr. Howe: Are you sure? 

Mr. JAcKMAN: I will check that. 

Some Hon. Mempers: No. 

Mr. JAcKMAN: No. It does not refer to mail. 

Hon. Mr. Howe: No; just passengers and express, I think. 

Mr. Murcu: Carried. 

Mr. Jackman: In any case, the mail contract was very necessary and rather 


. paternal towards the T.C.A. in the early days. All I want to do is to be assured 


by the post office officials that they are quite willing that this contract, which 


undoubtedly has very unusua! terms, should be abrogated at the present time 
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and a new contract made, probably at arms length; or on the other hand to be 
told whether or not the post office feels, because of what it has done for the 
T.C.A., that it should have a continuance of the present terms,—perhaps not all 
the terms, but that they should now get some of the gravy, as it were, of the 
good rate in order to bolster up their revenue. 

Mr. Symineton: They have had all the gravy. We have had none. That 
is the trouble. 

Hon. Mr. Hown: They are getting the gravy. I may say that the Post- 
master General joined with me in recommending this bill to the Governor 
General in Councul. 


Mr. Maypank: Does not that suggestion come to this; we would like to 


have the post office here to find out whether or not there is any disagreement 


between the departments and fish around. 
Mr. Symineton: All I can say is this. Mr. Herring is not here. I have had 

several discussions,—in fact, many discussions,—because of the difficulties we 

were in, and the suggestion to me by the post office was, “Get rid of this contract. 


We do not want it. We do not want to run On frequencies. Neither do we 


want to pay on a plane-mile basis.” 

Mr. JACKMAN: They wanted to pay on what basis? 

Mr. Syminoton: They wanted to pay on a ton-mile basis. 

Mr. Maypank: That would have put you in the same position as they are in 
with the C.P.R.? 

Mr. Syminoetron: No. The others are all on a plane mile basis. 

Mr. Maypank: Are they all on that? 

Mr. Symincton: Yes. They are on a plane-mile basis. I think I am 
correct. 

Mr. Maypank: I thought they had some poundage rates with the private 
companies. 

Mr. Symincton: They give them the rate in the territories where there is 
no other access sueh as railways, whether it is air mail or not. They carry 
everything at the same rate. 

Mr. Maypank: Oh, yes. 

Mr. Rep: If there is any contract entered into the future between the post- 
office department and the T.C.A. I suppose there will have to be an agreement 
entered into between the feeder companies also. Would that operation mean 
that the feeder companies would be in agreement with you in the carrying of 
the mail? I visualize your carrying mail to Vancouver and the mail coming to 
some interior point by means of some feeder planes of feeder lines. I suppose 
the agreement with the feeder lines for carrying the mail would be between the 
feeder companies and the T.C.A.? | 

Mr. Symineton: No. Between the feeder lines and the post-office. 

Mr. Retp: It would? | , 

Mr. Symincron: Yes. This has nothing to do with that. But that is the 
way that is handled. 

Mr. Rep: I am just asking for information. 

Mr. Syminoron: If anybody wants any assurance about the attitude of the 
post office on this, they have advocated it much more than I have. 

Mr. JACKMAN: I can see many of the terms are not suitable to either party. 

Mr. Symincton: I can further say that I found them very tough bargainers, 


very tough. The only thing is we cannot agree, which I think we will when a 


council settles the difference between the two departments of government. 
Mr. JACKMAN: I have great confidence in Mr. Howe’s bargaining power. 
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Hon. Mr. Howe: I can tell you this about his bargaining power. The post 
office are making more money out of Trans-Canada than Trans-Canada is, as 
far as carrying the mail is concerned. 

Mr. Symineton: I rather want to question your use of the word ‘“‘paternal,”. 
Mr. Jackman. May I say to you that I have taken the time to study the 
beginning of the air lines in the United States compared to Canada; and if you 
think that our contract was paternal, you just ought to look at theirs. We never 
got one-tenth of what they started off with in mail rates. So ours was never 
paternal. Do not make any mistake about that. It was a tough contract. The 
only advantage to us was that we could not lose. We could not win but we 
could not lose. It happens that if it had not been entered into, we would have 
won more. But it was not paternal. Do not make any mistake about that. 

Mr. Harris: I was just going to say that I would expect you to do better 
than the United States. I would disagree with that. We can do a better job 
under the circumstances than they can. 

The CuarrMAN: Are there any other questions about that before we go on? 
Ts that O.K.? 


Some Hon. MEMBERs: Yes. 
(Section agreed to.) 


The CuHatrMAN: Let us go on to section 9, then. 
Hon. Mr. Hown: It reads as follows:— 


Section 16 of the said Act is further amended by adding thereto the 
following subsection: : 
(4) The Governor in Council may from time to time authorize the 
Postmaster General to enter into a contract made under subsection 
one of this section and containing such terms ‘as the Governor in 

Council may order. 


This simply authorizes the Postmaster General to make a contract. 
Mr. JAcKMAN: Why can you not make a contract having in it principles 
which will be of suitable application for five or ten years ahead and have 
parliament authorize it? 

Mr. Symincton: We have that principle right as it is in the contract. I 
know that principle is one we had. The only possible principle can be: are you 
going to take facts and effects or are you going to bargain at arm’s length? 
They now decide they want to bargain at arm’s length. That is the only principle 
I can see. 

Hon. Mr. Howe: There is only one other country that has a principle and it 
was not a bad principle either. In Australia they have a similar 3 cents surtax _ 
for air mail, and that 3 cents is paid to the government for supporting air mail 
operations. If we could have that here, we should be quite happy. 

Mr. JACKMAN: There is 3 cents surtax paid in Australia, and that goes to 
the government? 

Mr. Symincton: It goes to the air department. 

Hon. Mr. Howe: For the development of air mail. 

Mr. JACKMAN: And the rest of the money goes where? 

Mr. Symrincton: To the post office. 

Hon. Mr. Howe: Yes; to the post office. 

Some Hon. MremBeErs: Carried. 

Mr. Ret: I may not have the amendments of the Act. Is subsection one 
still left in the Act? 
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Mr. Symincton: Yes. It reads:— 
The Governor in Council may authorize the postmaster general to 
enter into a contract with the corporation for the transport of mails by 
means of the Trans-Canada Lines. 


This amendment says:— . 

The Governor in Council may from time to time authorize the 
Postmaster General to enter into a contract amending a contract made 
under subsection one of this section and containing such terms as the 
Governor in Council may order. 


Mr. JAckMAN: But once you arrive at an agreement as to the per ton mile . 
rate for mail, why cannot you just set the contract and have parliament validate 
it in the statute and just let it lie there? Surely that would be fair, for the 
next five or ten years? 

Hon. Mr. Howe: I think it might be unfair to the post office and might 
be unfair to Trans-Canada Air Lines. If we had made a contract four years 
ago with the post office, Trans-Canada would have been rolling in money today. 


Mr. JAcKMAN: Is that not what you are seeking? 
Hon. Mr. Howe: No. 


Mr. Symincton: I would suggest that we have now grown up, that the 
post office department are quite capable of bargaining and I hope we are, and 
if we are too tough with each other the Governor in Council or the government 
can settle it as between two government departments. Whatever money this 
line makes goes to the government, whether it be post office or whether it be 
consolidated revenue. Surely we should not be hampered in our running this 
line as a proper operating line by disputes betwen departments of government. 
The government themselves should settle it. There is no necessity for pater- 
nalism here. Surely we have the right, just the same as any private company 
has the right, to go and bargain with the post office. If we cannot make a deal, 
the Governor in Council settles it. The results go to the government in any 
event. What is wrong about that? 


Mr. JAcKMAN: This one difficulty arises, Mr. Symington. In a sense it all 
goes into the same pot; and yet the people of Canada are very interested to 
know whether or not the post office operates by paying all its costs and also 
the T.C.A. We have difficulty with the post office now becaues they carry all 
the mail from here free of charge and do other services for which they get no 
payment. It is very difficult to know just what is the real financial situation 
of the post office on operating account at the end of the year, and it is for that 
reason that we should like to keep these matters in a water-tight compartment 
if we can. You say it all boils down to the same thing in a sense because it 
comes down to the taxpayer, is taken out of the taxpayer; but it does not allow 
us to appraise the operating efficiency or “worth-whileness” of either department _ 
if you mix up the accounts. 

Mr. Symincton: I just suggest to you that is none of T.C.A.’s business. 
What I am saying is that, if you expect the operation of a line on business — 
methods, we ought to be able to operate it on business methods, and we ought — 
not to be held up by disputes between two government departments. If there 3 
is a dispute between two government departments it should be settled by the © 
government that rules those departments. Mr. Herring has arrived here. Ask ~ 
him if he is prepared to have the post office to bargain with me, and if we 
cannot agree it goes to the government, or whether he wants the present contract 
to stick. He has just come in. Just ask him. Certainly they have told me — 
they want this, and there it is. I do not see why, because we happen to be — 
operating an air line, we should be held up by disputes between two government — 
departments. ~ aa 
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Mr. JAcKMAN: It was in the old Act and now you are asking for a change. 

Mr. Symincton: It was in the Act before because we were starting a new 
service and it was felt wise by the government to provide for this new service 
so that watever happened it would not go bust. It did not go bust. Now 
we have grown. The post office department say, “You now have a service for 
the public, earning money for your company. You want to put in a lot of 
frequencies that are not any good to us as the post office. Therefore the present 
contract is no good to us.” And I agree with them. That is the situation. 

Some Hon. Mempers: Carried. 


Mr. Jackman: Mr. Symington has just suggested, Mr. Herring, that we 
ask you in regard to the attitude of the post office department in connection 
with the old contract and its revocation and the substitution of a new contract. 
I understand there are certain terms in the old contract as to frequency of flight 
which are no longer suitable for the post office and which would perhaps involve 
you in additional expense despite the fact that you have a revision at the end 
of the year or for the next year. What is the attitude of the post office in regard 
to the proposed change? “I suggested a little while earlier that it was felt by 
some that the post office had taken a very fatherly attitude towards T.C.A/, 
euaranteeing them against loss. According to Mr. Symington, “paternal” is 
the wrong word and it should be “a very harsh partner.” 

Mr. Symincron: I did not say that at all. I said I objected to your use 
of the word “paternal.” I did not say anything about the post office at all. 

Hon. Mr. Hower: Why not ask your question without putting ideas into 
the gentleman’s head? You have asked your question. What about the answer? 

Mr. JackMAN: Unfortunately the man was not here in order to get the 
prelude to it. 

Mr. Herrtne: As far as mail carrying is concerned, there is a saturation 
point. I can best illustrate that by transcontinental movements. Let us say 
that there are two, or three cr four trips a day. Those trips a day can be 
so divided as to give to us every possible benefit that there is. A fifth trip would 
be like the fifth wheel to a coach. When you insist on linking up passenger 
service with mail service, there may be. all the justification in the world from a 
passenger standpoint to put on an extra trip, but we would get nothing out of it; 
and under the terms of the present contract we would have to pay on a 
mileage basis. That is the point. 

Mr. Hazen: You would what? 

Mr. Herrinc: We would have to pay on a mileage basis under the present 
contract. : 

Mr. Symrncton: The question is, do you want the contract changed? 

Mr. Herrine: Very much so. 

Mr. Rem: There is just one more question. Does section 17, subsection 2, 
still remain where it says, “If in the preceding year the corporation’’— 

Mr. Syminoton: That goes out. 

Hon. Mr. Howe: That goes out. Then, section 10: 

“The said Act is further amended by adding thereto the following sections: — 

20. The Governor in Council may on the petition of the Corporation 
declare that any number of persons named in the petition, not exceeding 
seven in number, shall be a body corporate and upon such declaration 
being made the said persons shall be a body corporate and politir.” 

Mr. Rew: These are all new? 

Hon. Mr. Hower: Yes. That is to provide for the formation of subsidiary 
companies to operate certain ocean routes. 

Mr. Hazen: Ocean and international? That includes the United States? 
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Hon. Mr. Howe: No. We regard the routes into the United States as 
domestic routes. | 

Mr. Hazen: They all come under Trans-Canada? 

Hon. Mr. Howe: Yes. 

Mr. Reip: Why do you limit it to seven in number? 

Hon. Mr. Hower: We have seven in number on the Trans-Canada board. 
I suppose we did not want a superior board with more members. — 

Mr. Hazen: Why does it not say in that section, “for the purpose of estab- 
lishing international routes?” Why do you make it so broad? 

Hon. Mr. Howe: We make it narrow? You might as well have it broad. If 
you are writing an Act you might as well have an Act that answers all purposes. 

Mr. JAcKMAN: Will it definitely limit it to external companies? 

Hon. Mr. Howe: Yes. 

Mr. Hazen: It will not be limited to external companies under the wording 
of that section. If it is your policy to limit it to external companies then I 
think the words should be put in that section. 

Mr. Symincton: I think we discussed that the other day. May I remind 
you that if we did form one for a domestic company it could not do anything 
because only Trans-Canada—not Trans-Canada Overseas or a subsidiary or 
anvthing else—only Trans-Canada can operate domestically. So if we did form 
a corporation you could not do anything with it. Under this Act only Trans- 
Canada can do it. 

Mr. JAcKMAN: On the main lines. 

Hon. Mr. Hows: Or anywhere else. 

Mr. Symineton: Anything that the Governor in Council says we are to do. 

Mr. Breaupoin: Where these explanations not given yesterday when we 
analyzed paragraph (f) of article 3? 

Mr. SyMINGTON: Yes. 

Mr. JackMAN: Mr. Symington, I do not want to repeat things but other 
lines can still operate in Canada? 

Mr. Symincron: Other lines can still operate, but not companies incorp- 
orated by Trans-Canada. They could take the capacity to do it but they could 
not do it because Trans-Canada is under the direction of the Trans-Canada 
Act to operate the routes that the Governor General in Council says shall 
be operated by that company. 

Mr. JAcCKMAN: But there may be still other routes as there are at the 
present time. 

Mr. Symrnaton: But Trans-Canada could not operate them unless the 
Governor in Council under the Trans-Canada Act ordered them to operate. 
Even if it were so it gives no greater power to Trans-Canada whether it does 
it by the original company or by a subsidiary. 

The CHatRMAN: Shall the section carry? 


Carried. 
Now, section 21. 


Hon. Mr. Howe:— | 


_. Whenever the Governor in Council declares any persons to be a 
body corporate under section 20 of this Act he shall at the same time 
name the corporation and fix its authorized capital and the par value 
of the shares. | 
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Mr. Rei: That relates to other corporations. Is this something new or 
is-it the same in other cases that the Governor in Council can fix the par 
value of shares? Is this something new? 


Mr. Syminoeron: No, it is the same thing. 


Hon. Mr. Howe: The only money these subsidiary companies can get is 
money advanced to them by Trans-Canada Air Lines. 


Mr. JAcKMAN: And fix the various capital powers; it has no relation 
to the $25,000,000? 


Mr. Symrneron: None at all. That is the Trans-Canada capitalization. 
We apply for a charter just as in any private company, and they say that 
the stock of this company shall be divided into so many shares of such and 
such a value. The Governor in Council says what it shall be. 


Mr. JACKMAN: Here you can make it $100,000,000 if you want to? 


Mr. Symrincton: We would not have $100,000,000 to invest because we 
can only invest from our own capital which is limited—to $25,000,000. 


Mr. Jackman: Following that up may I reiterate again what I think 
I covered yesterday, that none of that $25,000,000 can be spent on capital 
account or operating account without coming before this committee, as the 
procedure is now, and having it authorized by parliament? 

Mr. Symineton: I do not know that. I say that the government cannot 
give the money to Trans-Canada without it being authorized by parliament 
so to do. That is all. That is done at the present time with the railway. The 
railway puts in a budget of the money which it requires and that is passed by 
parliament. — 


Mr. JACKMAN: Parliament has a look at it anyway. 
Mr. Syminecton: It does to-day, certainly. 
The CHAIRMAN: Shall the section carry? 


Carried. 
Section 22. 
Hon. Mr. Hows: 


22. The persons named in any declaration under section twenty of 
this Act shall be provisional directors of the corporation. 


The CuatrMaNn: Is that all right? 


Carried. 
Section 23. 
Hon. Mr. Howe: 


23. The head office of the corporation shall be such city as the 
directors may select. 


The CHairMAN: Is that all right? 


Carried. 
Section 24. 
Hon. Mr. Howe: 

24. The shares of any company incorporated under section twenty 
of this Act shall be offered for subscription to Trans-Canada Air Lines 
at par. 

Mr. JACKMAN: Does that mean exclusively? It is not likely to be offered 
to anybody else. 
Hon. Mr. Hows: We have authority to offer 49 per cent to outside people 
if we want to. 
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Mr. Symrncron: I think not. Trans-Canada took the authority to sell, 
with the Governor’s approval, up to 49 per cent. The only person who can 
subscribe is Trans-Canada. 

The CuairMAN: Shall the section carry? 


Carried. 


Section 25. 

Hon. Mr. Howe: 

25. (1) The Governor in Council may authorize the minister to 
enter into a contract with any corporation incorporated under section 
twenty of this Act, for the organization, operation and maintenance of 
air services designated from time to time by the Governor in Council. 

Mr. Hazen: Was any consideration given to having these contracts entered 
‘nto between T.C.A. and the companies which are to be incorporated under 
section 20 instead of between the minister and the new company? 

Mr. Symincton: Again the answer was, of course, that we wanted to 
keep the operations of the domestic system completely separate, financially 
speaking, from the operations of the international company as recommended 
by the international association. You have to make your returns to the 
international association on that basis. From an operating standpoint as the 
head. of Trans-Canada I would strongly recommend against any mingling 
of the accounts whatsoever. Each operation should stand on its own feet so_ 
it can be seen what each operation is doing. It may be considered wise, for 
instance, that there should be only one international company. That would 
not be my view at present. There will probably be a separate company for 
each of these long operations, one for the North Atlantic, one for the South 
Atlantic and one for the Pacific, wherever we go. Personally I think they 
should be kept separate. 

Mr. Suaw: Did you not say yesterday, Mr. Symington, that the inter- 
national authority insisted upon that being the case? 

Mr. Symineron: They did not go so far as to insist upon it being the case 
but they did insist that the accounts shall be kept separate and returns made to 
the international body of the complete operations of the international section 
as opposed to the domestic section. It is much easier to do it if you have a 
separate company. 

Mr. Jackman: Mr. Symington, you said your view at the present time would 
not be to have just one international company if you operate several inter- 
national routes. May I ask what was in the mind of the framers of the bill 
when they put in seven companies? 

Mr. Symineton: That is seven directors. 

The CuarrMaNn: Shall the subsection carry? 

Carried. 7 

Subsection, (2) of section 25. 

Hon. Mr. Howe: 

25 (2) A contract entered into under subsection one of this section 
shall contain such terms as the Governor in Council may order, including © 
terms for payment of a subsidy to the corporation, which subsidy shall — 
be payable out of moneys to be appropriated by parliament for that — 
purpose. | : 

In the initial stages it may be necessary to subsidize the international operation. — 


Mr. JAackMAN: Even though 49 per cent is owned by some person other than — 
the Dominion of Canada? oe “4 
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Hon. Mr. Howe: It may still be necessary to subsidize it. Mr. Symington 
suggested the trans-Pacific operation. That will require to be subsidized in the 
early stages. However, that simply gives permission to subsidize. The subsidy 
cannot be granted unless parliament appropriates the money. 

Mr. JackmMAN: The Governor in Council could? 

Hon. Mr. Howe: No, parliament. 

The Cuarrman: It is in the last line. 

Mr. JacKMAN: I think the Governor in Council could do it. 

Mr. Symrneton: No, “which subsidy shall be payable out of moneys to be 

| appropriated by parliament for that purpose.” 
3 The CuamMan: Shall the section carry? 
| Carried. 

Subsection (3) of section 25. 

Hon. Mr. Howe: 

25 (3) The Governor in Council may from time to time authorize 
the minister to enter into a contract amending a contract made under 
subsection one of this section and containing such terms as the Governor 
in Council may order. 

The CuamrMan: Is that all right? 

Carried. 

Section 26. _ 

Hon. Mr. Howe: 

96. (1) The Governor in Council may authorize the Postmaster 
General to enter into a contract with any corporation ineorporated under 
section twenty of this Act for the transport of mails. - 

The CuairmMan: Is that all right? 

Carried. 

Section 26, subsection (2). 

-Hon. Mr. Howse: 

26. (2) The Governor in Council may from time to time authorize 
the Postmaster General to enter into a contract amending a contract made 
under subsection one of this section and containing such terms as the 
Governor in Council may order. 

The Cuatrman: Is that all right? 

Carried. 

Section 27. 

Hon. Mr. Howe: 

27. All the provisions of this Act relating to Trans-Canada Air 
Lines, except sections three, four, five, seven, twelve, fifteen and sixteen 
shall mutatis mutandis apply to every corporation incorporated under 
section twenty of this Act. 

Mr. Harxness: What are those sections? 

Mr. Syminoron: I will read those to you. They are the things that do not 
apply. No. 2 is under the constitution of the corporation. That is the original 
Trans-Canada. 

3 The following persons, namely, Valentine Irving Smart, Robert 
Knowlton Smith, Charles Peter Edwards, Edward Burton Jost and 
Findlay Malcolm Maclennan all of the city of Ottawa together with such 
persons as become shareholders of the Corporation are hereby incorporated 
under the name of “Trans-Canada Air Lines.” 

Plainly that is not applicable to these new companies. 
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4. The persons named in the next preceding section shall be the 
provisional directors of the Corporation. | 

5. The head office of the Corporation shall be at the City of Ottawa 
or such other city as the directors may select. 

We have already said where the head office is to be. What are the other ones? 
The CHAIRMAN: Seven. 
Mr. SYMINGTON: 

7. (1) The authorized capital of the Corporation shall be five million 
dollars divided into shares of one hundred dollars each, represented by 
share certificates. 

That plainly does not apply to these corporations. That only applies to T.C.A. 
The CHAIRMAN: Twelve. 

12. (1) Subject to the provisions of this Act, the Canadian National 
Railway Company may issue notes, obligations, bonds and other securities 
(hereinafter in this section called ‘‘securities”) not exceeding the sum of 
five million dollars for the purpose of acquiring the capital stock of the 
Corporation, and the Governor in Council may authorize the guarantee 
of the principal and interest of such securities on behalf of His Majesty. 


That does not apply because the only way that the government can put up 
money, or the Canadian National if the connection continues, is in the parent 
company, not in the subsidiary company, so that does not apply. 

The CuHatrMan: Fifteen is the next one. 


Mr. Symineron: Fifteen is the contract between the Governor in Council 
and Trans-Canada Air Lines. That does not apply, of course, because you have 
provided in the ones you have approved just now for entering into direct contracts 
with these particular companies. 


The CHAIRMAN: Sixteen. 

Mr. Symincron: That is the post office mail contract with Trans-Canada. 
You have just authorized the Post Office to enter into contracts with these other 
companies. 

The CHarrMANn: Shall section 27 carry? 

Carried. 

The CHAIRMAN: And now section 11? 

Hon. Mr. Howe: 7 


Section 11. The Governor in Council may by proclamation repeal 
section seventeen of the said Act. 

Section 17 (1) In the month of January in the year nineteen hundred 
and forty and in every year thereafter while the Trans-Canada contract 
is in force, the Governcr in Council on the joint recommendation of the 
Minister and the Postmaster General, shall, as hereinafter provided, fix the 
rate or rates for the current year. 

(2) If in the preceding year the corporation incurred a deficit, the 
rate or rates for the current year shall be fixed so as to produce an 
increase in the sum total to be paid on account of the said rates equal 
to the deficit in the preceding year. 

(3) If in the preceding year the corporation earned a surplus, the 
rate or rates for the current year shall be fixed so as to produce a decrease 
In the sum total to be paid on account of the same rates equal to one- 
half the amount of the surplus earned in the preceding year: Provided, 
however, that the rates so fixed shall not be lower than rates payable 
for other similar coast to coast transport of mails in North America. 

(4) The rate or rates so fixed shall apply as from the first day of 
the current year. 
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(5) In fixing the rates as hereinbefore provided, it shall be assumed 
that the corporation’s gross revenue and operating expenses for the current 
year will be the same as in the preceding year, except in so far as the 
eross revenue will be increased or decreased by any changes in rates. 

Mr. JAcKMAN: That is the one which should not be lowered? 

Hon. Mr. Hower: That is the mail contract. We can repeal the present - 
mail contract. 

Mr. JAckMAN: I suggested earlier that, under the original mail contract, 
while you had the sliding scale, it did apply to the mail contract. Apparently 
it does not apply to the mail contract here. Clause 3 says that it must not be 
lower than rates payable for other similar coast to coast transport of mail in 
North America. 

Hon. Mr. Howe: That is a lower limit. We anticipated that the efficiency 
of the line might be such that the automatic working would cut right down below 
the lowest rate paid in the United States. If so, there was a floor under the 
thing, below which we would not cut it. 

Mr. Symrnaton: At the time that contract was entered into, the American 
rates were pretty high. That was before President Roosevelt took the contract 
away from a few companies and turned it over to the military, and they killed 
a number of people. 

Mr. JackmMAN: But the contract specifies that the mail rate should not be 
lowered? 

Mr. Symineron: That occurred just before the contract, when the rates were 
very low. Now they have come up again. 

Mr. Howe: I think that finishes that. 

The CuairmMan: Is that agreeable to the committee? | 

Mr. Jackman: May I ask a question with respect to that: the doing away 
with clause 16 under No. 27 of the present bill gives us the right now to fix 
the rate of the other terms set out in that old clause 15, in regard to these new 
companies that are envisioned? 

Mr. Symineron: The Governor in Council may do so, except if there be 
any subsidy whereupon it must be provided by parliament. The moneys must 
be provided by parliament. : 

Mr. Jackman: But the fixing of rates is left entirely to the Governor in 
Council? 

The Cuamman: Is that agreeable to you, gentlemen? I suppose the title 
will carry: “An Act to amend the Trans-Canada Air Lines Act, 1937”? 

Mr. Jackman: But some of us do not subscribe to the principle of the bill 
at all. 

Hon. Mr. Howe: Then we can simply report it back without amendment. 


Mr. Jackman: On division, Mr. Chairman, we have the right. But in 
committees we do not put in separate reports. 

The CHamMAN: We have to make a report on this. But whether we can 
do it separately, and keep the Canadian National Railways separate and so 
forth, I am not sure how it should be done. 


Mr. Rem: I think it carries or does not carry by vote of the committee. 
I have never heard the question raised upon division. The question is put to 
the committee and the committee votes one way or the other. 

The Carman: Is that the way? The question then. Well, those for it? 
Twelve. Against? Three. Twelve and three, is that right? 

The Cierk of the ComMMiTTrs: Yes. 


® 
288 RAILWAYS AND SHIPPING 


The CuairMAN: Well, in order to make a report to the House, there should 
be a committee set up to do that. Do you wish me to suggest a committee? 
Suppose we say: Mr. Shaw, Mr. Jackman, Mr. Nicholson, Mr. Maybank, Mr. 
Harris and, perhaps, Mr. Beaudoin. That 1S, S1X members and the Chairman. 
Is that O. K.? 

Mr. MurcH: Quite so. : 

The CuairMAN: There is one thing. I do not know whether is was done 
at the last meeting when the Canadian National Railway officials were here. 

Mr. Hazen: This committee will have to report on this bill. That is one 
thing. And then we will have to report on the accounts as submitted. 

The CuarrmMan: Yes. Do you want a report on the Canadian National 
Railways separately from the T.C.A. bill, or do you want the Canadian National 
Railways plus the T.C.A., and the bill separately? Separately! 

Mr. MutcnH: The Pepa will come back to the committee. 

Mr. Harris (Grey-Bruce): I think there should be one report ath sub- 
sections to take care of it all. 

The CHarrMAN: Yes, there should be one report containing subsections to 
take care of it all. 

Mr. Hazen: There must be some procedure on this. 

Hon. Mr. Howe: I think there should be separate reports, because the 
the report on the bill is treated in one way, and the report on the committee on 
railways is treated in another way. 

Mr. Harris (Grey-Bruce): The bill being referred to first, there is a separate 
motion of the House, and we should deal with it separately. But the other 
items, that is, the T. C.A. and the Canadian National Railw ays, they should be 
confined to one. 

Hon. Mr. Howe: That is right. They refer to the Canadian National 
Railways. 

The CuarrMAN: Whatever the precedent has been in previous years, the 
committee will make their report accordingly. There is one other thing 1: 
would like to bring up. I was not at the final meeting when the Canadian 
National Railway officials were present. But I am sure that I express the views 
of the committee, that they wish to express their appreciation to the T.C.A. 
officials and to all the witnesses that have been called in connection with this. 
I also want to thank the committee for the co-operation that they have given 
me. I am a new member of the committee and I appreciate the co- -operation 
they have given me. Is there anything else, or is that all? The committee 1s 
adjourned to meet again at the call of the Chair. 


? 


The committee adjourned at 5 p.m. to meet again at the call of the 
Chair. 
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MINUTES OF PROCEEDINGS 


Room 268, 
Tupspay, November 18, 1945. 


The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 10.30 o’clock a.m. Mr. 8. Murray 
Clark, Chairman, presided. 


Members present: Messrs. Clark, Coyle, Beaudoin, Gibson (Comox-Albern), 
Harkness, Harris (Grey-Bruce), Jackman, LaCroix, Maybank, McCulloch 
(Pictou), Moore, Mutch. 


The Chairman presented a draft of a proposed Report to the House, pre- 
pared by.the sub-committee appointed for that purpose at the last meeting held 
on November 1st, 1945, which was considered by the Committee. 


Mr. Maybank moved that the draft-report submitted by the sub-Committee 
be adopted. 


Mr. Jackman moved in amendment thereto that the following paragraph be | 


added to the Report as submitted by the sub-Committee, viz:— 


In subsequent years the financial results, in the opinion of the 
President of the Canadian National Railways System, would depend 
on the volume of freight and passenger traffic offered. The system’s 
properties are in good operating condition. 


The question being put thereon, the amendment of Mr: Jackman was neg- 
atived on the following division: Yeas, 4, Nays, 5. 

The main motion was carried on division. 

The Committee agreed that the Chairman present the Report to the House. 

(See Fourth Report) S 


At 11.15 o’clock a.m. the Committee adjourned sine die. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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REPORT TO THE HOUSE 


House or Commons, 
Turspay, November 13, 1945. 


‘The Standing Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 


FourtH REport 


Your Committee had, on 17th October 1945, referred to it the following 
matters, namely :— 

(a) Annual Report of the Canadian National Railways system for the 

year ended December 31, 1944; 

(6) Annual Report of the Canadian National (West Indies) Steamships, 
Limited, for the year ended December 31, 1944; 

(c) Annual Report of the Canadian National Securities Trust for the year 
ended December 31, 1944; } 

(d) Annual Report of the Directors of the Trans-Canada Air Lines for the 
year ended December 31, 1944; 

(e) Report to Parliament of the firm of George A. Touche and Company, 
auditors of the Accounts of the Canadian National Railways System, 
Canadian National Railways Securities Trust, Trans-Canada Air Lines, 
Canadian National (West Indies) Steamships, Limited for the year 
ended December 31, 1944; 

(f) Financial Budget of the Canadian National Railways System and the 
Canadian National (West Indies) Steamships, Limited, for the year 
1945. 

Your Committee held nine meetings in the course of which the said annual 
Reports of Canadian National Railways System, The Canadian National (West 
Indies) Steamships, Limited, The Canadian National Railways Securities Trust, 
The Trans-Canada Air Lines and The Auditors’ Report to Parliament respecting 
the accounts of these companies, for the year ended December 31, 1944 were 
severally examined and unanimously adopted. 

The Financial Budget of the Canadian National Railways System for the 
calendar year 1945 after careful examination was unanimously approved. Your 
Committee notes with satisfaction that the said budget for 1945 forecasts an in- 
come surplus of $25,000,000. The requirements under the general capital budget, 
it. will also be noted, are estimated to be $8,800,000, and for the purchase of new 
equipment, under a hire-purchase agreement between the government and the 
railways, the requirements are estimated to be $24,606,000. 

The Financial Budget of the Canadian National (West Indies) Steamships, 
Limited, for the calendar year 1945 was also examined and approved unanimously. 
The estimated income surplus in the case is fixed at $985,000. No capital 
expenditures are contemplated during that year. 

Your Committee has also examined the balance sheets relating to the 
operations of the Hudson Bay Railway and the financial results. 

The task of your Committee was facilitated by the valuable assistance 
of Mr. R. C. Vaughan, Chairman of the Board of Directors and President of The 
Canadian National Railways System, Mr. H. J. Symington, C. M. G., K.C., 
President of Trans-Canada Air Lines and their respective Officers who willingly 
supphed all information requested of them and your Committee desires to place 
itself on record in appreciation of this fact. 

A copy of the printed evidence taken is tabled herewith. 


All of which is respectfully submitted. 
S. MURRAY CLARK, 
Chairman. 
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